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PURPOSE. This Publication provides a reference to the laws, regulations, and guidelines that govern
the acceptance of State recreational boating safety programs and the administration of Federal
financial assistance that is available to eligible States (as defined in Chapter 1). It will assist the States
in applying for and administering Federal funds provided under the National Recreational Boating
Safety Financial Assistance Program (Program 20.005 in the Catalog of Federal Domestic
Assistance).

DIRECTIVES AFFECTED. The State Recreational Boating Safety Programs “State Guide,”
COMDTPUB P16755.3, dated 26 February 1992, is superseded by this Publication.

CHANGES. When the laws and regulations applicable to this program are amended, notice of the
change will be provided to holders of the Publication. The Publication will be updated periodically
and page changes reflecting the amendments will be distributed.

REPORTS AND FORMS. This Publication contains examples of the forms that are used to apply for
Federal financial assistance, request reimbursement, or submit financial status reports. Copies of these
forms may be obtained from the Program Administrator.
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DEFINITIONS

Advance

Allocation

A payment of Federal funds to a State, upon its request or through the
use of predetermined payment schedules, before expenditures are
made by the State. A State must justify the need for an advance.

The amount of funds that are reserved for a State from Federal
funds available during a fiscal year for the purposes of 46 U.S.C.
Chapter 13 1.

A vailable
Federal Funds

Federal funds available for allocation may include:

(1) Funds appropriated for allocation during a given fiscal year;
(2) Funds previously allocated to a State that were withdrawn

because they were unobligated at the end of a two-year period;
and,

(3) Funds carried forward that were not allocated by the
Commandant at the end of the previous fiscal year.

Code of Federal A codification of the general and permanent rules published in the
Regulations (CFR) Federal Register by the Executive departments and agencies of the

Federal Government.

Cooperative
Agreement

An agreement between a State and the U.S. Coast Guard (district
office) that defines the relationship between the parties in carrying
out recreational boating safety programs. May also be called
Memorandum of Understanding or Statement of Understanding.

Department of A Cabinet-level Department of the Federal Government. The
Transportation Coast Guard is a service in this Department except when it is
POT) operating as a service in the Department of the Navy.

Designated
State Agency

The lead authority or agency designated by the Governor of a State
to carry out the State’s recreational boating safety program.

Eligible State A State with a recreational boating safety program that has been
approved by the Coast Guard as meeting the requirements of 46
U.S.C. 13 102 and all applicable regulations.

Federal Fiscal
Year (FY)

The 12-month  period beginning on 1 October and ending on the
foRowing  30 September.

Financial
Assistance

A grant of Federal funds to a State in support of its recreational
boating safety program.
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Insular Areas The Insular Areas are American Samoa, Guam, the
Commonwealth of the Northern Mariana Islands, and the U.S.
Virgin Islands.

Matching Share That portion of total program costs required to be committed by the
State to qualify for Federal financial assistance.

NASBLA National Association of State Boating Law Administrators. A
national organization of State officials responsible for administering
and/or enforcing State boating laws. The organization’s major
purpose is to promote boating safety.

Obligation

OMB The Office of Management and Budget.

Outlays The sum of actual cash expenditures made and indirect costs
incurred by a State in support of its recreational boating safety
program.

The amount of orders placed, contracts and subgrants awarded,
goods and services received, and similar transactions during a given
period that will require payment by the grantee during the same or a
fkure period.

Program
Coordinator

Individual within the Coast Guard Office of Boating Safety assigned
responsibility for the administration of Federal financial
assistance for State recreational boating safety programs.

Recreational
Boating Safety
(RBS Program)

Coordinated activities aimed at promoting recreational boating
safety.

Reimbursement Payment by Electronic Funds Transfer of the Federal share of a
State’s expenditures for its boating safety program.

Secretary The Secretary of the Department of Transportation.

Single Audit An audit conducted by an independent auditor for the State.

State A State of the United States, Guam, Puerto Rico, the Virgin Islands,
American Samoa, the District of Columbia, the Northern Mariana
Islands, and any other territory or possession of the United States.

U.S. Coast Guard A military service and a branch of the armed forces of the United
(USCG) States. The Coast Guard is a service in the Department of

Transportation, except when operating as a service in the Navy.

United States
Co& (U.S.C)

The code of the laws of the United States of America.
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Unliquidated The amount of obligations incurred by a State that has not been
Obligations paid.

Unobligated
Balance

The portion of fLnds authorized by the Federal agency that has not
been obligated by the State and is determined by deducting the
cumulative obligations from the cumulative funds authorized.
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CHAPTER 1 - INTRODUCTION

1.1 Purpose. This Publication provides guidance related to the Federal laws, rules
implementing those laws, standards and procedures applicable to participation in the
Recreational Boating Safety Federal Financial Assistance Program administered by the
U.S. Coast Guard. Guidance applicable to State RBS program approval also is provided.
Every effort has been made to ensure that information contained in this Publication is
thorough and up-to-date. The material is intended as amplification for interpretation of
the laws and regulations governing Federal funds for State RBS programs; however, it is
not intended to supersede any Federal requirement and States should not rely solely on its
contents.

1.2 Applicability and Scope. The guidance contained in this publication is applicable to the
State RBS program authorized by the following chapters of Title 46, United States Code,
which are provided in Enclosures (1) through (4):

a. Recreational Vessels (46 U.S.C. Chapter 43);
b. Reporting Marine Casualties (46 U.S.C. Chapter 61);
c. Numbering Undocumented Vessels (46 U.S.C. Chapter 123); and,
d. State Boating Safety Programs (46 U.S.C. Chapter 13 1).

1.3 Eligible Participants. States [as defined in 46 U.S.C. 2101(36) and 2102(2)] and in this
Publication) may apply to the U.S. Coast Guard for approval of the boating safety
program enacted by the State. States with approved programs and national nonprofit
public service organizations are eligible to apply for Federal financial assistance.

a. Eligible State - A State that has a U.S. Coast Guard-approved RBS program as
outlined in Section 2.3 of this Publication.

b. National Nonprofit Public Service Organization - Each year a Federal Financial
Assistance Application Package is prepared and made available to all prospective
grantees which provides guidance on the eligibility requirements and includes the
latest application procedures for national nonprofit public service organizations.

1.4 Agency Administration. The Secretary of Transportation has delegated the authority to
administer this program to the U.S. Coast Guard. Within the U.S. Coast Guard, the
Program Director is the Director of Operations Policy. District Commanders have been
delegated the authority to enter into Cooperative Agreements with States and local
jurisdictions on matters related to RBS. The role of the district is “supportive” not
“directive” with respect to the States. The districts’ role is to facilitate the States’ ability
to be effective, especially in coordinating the use of U.S. Coast Guard assets. The
approval of applications for Federal financial assistance and authority to enter into
financial agreements is reserved for the Program Manager. Questions concerning State
RBS programs may be directed to the appropriate U.S. Coast Guard Headquarters/District
Office. Questions concerning the Federal financial assistance program should be directed
to the Program Administrator. Following is a listing of U.S. Coast Guard Offices.

l-l



JJ. S. COAST GUARD HEADQUARTERS

Program Director Director of Operations Policy (G-OP)
U. S. Coast Guard Headquarters
Washington, DC 20593-0001

Program Manager Chief, Office of Boating Safety (G-OPB)
U.S. Coast Guard Headquarters
Washington, DC 20593-0001

Program Administrator Chief, Program Development & Implementation
Division (G-OPB-2)

Office of Boating Safety
U.S. Coast Guard Headquarters
Washington, DC 20593-0001

U. S. COAST GUARD DISTRICTS

First District Commander, First Coast Guard District (osr)
408 Atlantic Avenue
Boston, MA 022 1 O-2209

Fifth District

Seventh District

Eighth District

Ninth District

Eleventh District

Commander, Fifth Coast Guard District (aod)
U.S. Coast Guard Atlantic Area
431 Crawford St.
Portsmouth, VA 23704-5004

Commander, Seventh Coast Guard District (osr)
Federal Building
909 SE First Avenue
Miami, FL 33131-3050

Commander, Eighth Coast Guard District (osr)
Hale Boggs Federal Building
501 Magazine Street
New Orleans, LA 70130-3396

Commander, Ninth Coast Guard District (ole-rbs)
1240 East Ninth Street
Cleveland, OH 44 199-2060

Commander, Eleventh Coast Guard District (Poo-3)
Bldg. 5 l-1
Coast Guard Island
Alameda, CA 94501-5100

l-2



Thirteenth District Commander, Thirteenth Coast Guard District (osr)
Jackson Federal Building
915 Second Avenue
Seattle, WA 98 174- 1067

Fourteenth District Commander, Fourteenth Coast Guard District (oax)
Prince Kalanianaole Federal Building
300 Ala Moana Boulevard
Honolulu, HI 96850-4982

Seventeenth District Commander, Seventeenth Coast Guard District (mot)
P.O. Box 255 17
Juneau, AK 99802- 12 17

1.5 Changes. This Publication will periodically be updated when laws and regulations
applicable to the State RBS program or the Federal financial assistance program are
amended or revised. Changes will be provided to all addressees on the distribution list
maintained by the Program Administrator.
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CHAPTER 2 - STATE RECREATIONAL BOATING SAFETY (RBS) PROGRAMS

2.1 Purpose. This Chapter provides guidance on the general requirements, standards and
procedures for State RBS programs.

2.2 Applicability and Scope. This Chapter is applicable, in general, to the requirements to
receive USCG approval of State RBS programs. Each of the authorizing statutes listed in
Chapter 1 and the implementing regulations provide the minimum requirements. The
material in this Chapter is a summary of the requirements of laws and regulations
applicable to State RBS programs and is not intended to supersede any existing laws and
regulations.

2.3 Program Approval Requirements. Requirements for USCG approval of a State RBS
program are set forth in 46 U.S.C. 13 102. USCG (Program Manager) shall approve a
State RBS program and the State will be eligible to receive Federal financial assistance if
the program includes:

a. A vessel numbering system approved by the Secretary. The State shall provide for
facilities, personnel and systems needed to administer the approved State vessel
numbering system in accordance with the provisions of 46 U.S.C. Chapter 123
[Enclosure (3)] and the implementing regulations in 33 CFR Parts 173 and 174
[Enclosure (6)]. A State shall compile and submit the annual “Certification of
Numbered Vessels” statement to the USCG not later than 3 1 January of each year (see
Section 6.6 of this Publication).

Revisions to the approved State numbering system require USCG approval [46 U.S.C.
12302(f)]. States must submit to the appropriate USCG Program Coordinator one
copy of the revised State law, implementing regulations, applicable forms, and policy
statements, if any, that pertain to the numbering system revisions.

b. A cooperative boating safety assistance program with the USCG. A Cooperative
Agreement between the USCG and a State sets forth the respective responsibilities for
recreational boating safety functions/activities and for such other arrangements as
may be agreed on. In addition, agreements between States relating to comity and
uniformity of laws and regulations and permitting maximum use of boating safety
resources are encouraged. An agreement between neighboring States may be made
part of the USCG/State  Cooperative Agreement. The Cooperative Agreement should
include provisions for the following:

(1) The specific water areas wherein each party will provide primary law enforcement
and safety patrols or any other agreed activity.

(2) Mutually acceptable conditions whereby the Agreement may be terminated,
reconsidered, continued, or expanded. [See section 2.41
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2.3.b (3) Identification of the legal authority and responsibilities of both parties and a
provision that these are not abrogated by the Agreement.

(4) Mutual recognition and honoring of the U.S. Coast Guard Report of Boarding form
(CG-4100) and local boat examination forms, and recognition of the Coast Guard
Auxiliary Vessel Safety Check (VSC) decal, when examination includes State
requirements, and similar State “safe boat” decals.

(5) Investigation and reporting of accidents involving recreational craft. [The
Freedom of Information Act (FOIA) requires release of information from Agency
files unless that information falls under one of FOIA’s exemptions. Exemption
(b)(3) of the FOIA requires an agency to withhold information that is specifically
exempted from disclosure by a Federal statute. 46 U.S.C. 6102(b) requires State
casualty reports to be treated by the Coast Guard in the same manner State
agencies would do so under State law. Accordingly, agreements shall refer to any
applicable State law, and where appropriate, provide that the Coast Guard will
handle all information received from the State in the manner required by State law.
Since the State statute could be modified during the period of the agreements,
reference to the State statute should be made rather than incorporating the specific
limitations.]

(6) Training of personnel at both Federal and State facilities or through other agreed
means.

(7) Coordination of search and rescue efforts on all waters.

(8) Issuing permits for marine parades and regattas.

(9) Coordination of public boating education efforts.

(10) Referral of numbering and other violations of State boating regulations to the
States for civil penalty processing.

(11) Referral of manufacturer-related or other Federal violations to the USCG for
disposition, if applicable.

NOTE: The Cooperative Agreement will be signed by the appropriate State official and the
USCG District Commander responsible for State boating liaison activities in that
particular State. Federal/State Relations - Recreational Boating Safety,
COMDTINST 16750.8 (series) requires that Cooperative Agreements be reviewed
by the USCG and the State on a biennial basis.
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2.3.b. NOTE: State Aids to Navigation agreements are governed by 33 CFR Part 66.05
and are normally separate from other cooperative agreements. Since
Aids to Navigation agreements impinge on Coast Guard programs not
directly related to recreational boating safety, such agreements should
not be made a part of this cooperative agreement. Aids to Navigation
agreements, if needed, shall incorporate the provisions described in the
Code of Federal Regulations and the Aids to Navigation Administration
Manual, COMDTMST Ml 6500.7 (series.) A copy of such agreements
shall be filed with Commandant (G-OPB-2).

c. Suffkient patrol and other activity to ensure adequate enforcement of
applicable State boating safety laws and regulations. The State shall provide
for facilities, equipment, and personnel to maintain sufficient patrol and other law
enforcement activities to:

(1) Ensure the enforcement of State boating safety laws and regulations.

(2) Ensure the enforcement of applicable Federal laws and regulations as may be
authorized.

(3) Avoid duplication of efforts with Federal law enforcement activities in a given
area at a given time and provide the most effective law enforcement possible
with the vessels and personnel available.

(4) Promote public awareness and acceptance of recreational boating safety laws
and regulations.

d. An adequate State boating safety education program. This program shall
include the dissemination of information concerning the hazards of operating a
vessel when under the influence of alcohol or drugs.

(1) The program shall meet or exceed the minimum standards adopted by
NASBLA [Enclosure (1 O)].

(2) The program will be available throughout the State and throughout the year,
either in classrooms or through correspondence courses.

(3) The State and the USCG will cooperate whenever possible in developing any
public boating safety education program.

(4) States may use volunteer instructors qualified in boating safety education.
However, such use does not relieve the State from its responsibility to
maintain and supervise the State boating safety education program.

2-3



2.3.d. (5) The value of volunteer services may not be counted in determining the State
matching share of program costs.

e. A system, approved by the Secretary, for reporting marine casualties. In
accordance with 46 U.S.C. 6102 [Enclosure (2)] and 33 CFR Parts 173 and 174
[Enclosure (6)], the system shall:

(1) Provide a uniform State system for reporting marine casualties.

(2) Prescribe the types of casualties to be reported and the manner of reporting.

(3) Provide that the State shall compile and submit to USCG reports,
information, and statistics on casualties reported to the State as required by
33 CFR Part 174 [Enclosure (6)]. Reports should include information and
statistics concerning the number of casualties in which the use of alcohol or
drugs contributed to the casualty. See section 6.7 of the Publication for
additional information about individual boating accident reports.

NOTE: An electronic copy of each State’s accident and investigative report data,
including any alcohol/drug test results, shall be forwarded to the Office of
Boating Safety (G-OPB-1) at Coast Guard Headquarters within 30 days of
receipt of the initial casualty or accident report. States that lack electronic data
transfer technology may forward paper copies of the accident and investigative
reports to Commandant (G-OPB-I), U.S. Coast Guard, 2100 Second Street,
SW., Washington, DC 20593-0001.

2.4 Program Duration. A State RBS program approved by the U.S. Coast Guard shah
remain in effect until such time as the State program is changed where it is no longer
consistent with the above provisions and the State is so notified by the Coast Guard.
The Cooperative Agreement (required under section 2.3.b of this chapter) can be
cancelled by either the USCG or the State with at least 30 days notice to the other
party. Approval of a State’s RBS program is rescinded automatically upon
cancellation of the Cooperative Agreement.
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CHAPTER 3 - FEDERAL ASSISTANCE AND STATE ALLOCATIONS

3.1 Purpose. This Chapter provides guidance on the availability, eligibility, and
allocation of Federal financial assistance provided for State RBS programs.

3.2 Applicability and Scope. The guidance provided in this Chapter is applicable to
Federal financial assistance for State RBS programs administered by the USCG. The
material is intended as amplification for further interpretation of the provisions of
laws and regulations on the availability, eligibility, and allocation of Federal funds,
and is not intended to supersede any Federal requirement.

3.3 Availability. Federal financial assistance for State RBS programs from the Boat
Safety Account of the Aquatic Resources (WallopIBreaux)  Trust Fund is authorized
by 46 U.S.C. 13 106(a) [Enclosure (5)].

3.4 Eliplbility.States with approved RBS programs may receive Federal financial
assistance from the Boat Safety Account established by Section 9504(a)(2) of the
Internal Revenue Code of 1986, if the State demonstrates to the U.S. Coast Guard’s
satisfaction that:

a. The program submitted by a State is consistent with Chapters 61, 123, and 13 1 of
Title 46 U.S.C. [Enclosures (2), (3), and (5)] and the Federal regulations
implementing those statutes.

b. Amounts received will be used to fiuther develop and carry out a State RBS
program containing the minimum requirements of 46 U.S.C. 13 102(c) [Enclosure
(5)l.

c. Sufficient State matching amounts are available from general State revenue,
undocumented vessel numbering and operator license fees, State marine fuel
taxes, or from a fund constituted from the proceeds of those taxes and established
to finance a State RBS program. The matching amount must be monetary.

NOTE: 49 CFR Part 18 [Enclosure (7)] contains uniform administrative
requirements that apply to all Federal grants except where inconsistent with
Federal statutes [49 CFR 18.4(a)]. Because 46 U.S.C. 13102 [Enclosure
(S)] precludes the use of in-kind contributions in computing a State’s
matching share for the RBS program, 49 CFR 18.24 is not applicable to the
RBS program.

d. The program submitted by the State designates a State lead agency or authority to
carry out or coordinate carrying out the State RBS program, including the
requirement that the designated State agency or authority submit required reports
that are necessary and reasonable to carry out the program and that are in the
form prescribed by the Secretary.
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3.4. e. The State will provide for a drug-free workplace in accordance with 49 CFR
Part 29.

3.5 Distribution of Federal Financial Assistance. Federal funds appropriated for State
RBS programs will be distributed as follows:

a. Not less than one percent and not more than two percent of the amount
appropriated in a fiscal year shall be used by the USCG for the costs of
administering State RBS programs [46 U.S.C. 13 106(a)(2)].

b. Not more than 5 percent of the amount available for allocation and distribution in
a fiscal year may be allocated for national boating safety activities of national
nonprofit public service organizations [46 U.S.C. 13 103(c)].

c. The balance shall be allocated and distributed for State RBS programs.

3.6. Computation of State Allocations. 46 U.S.C. 13 108 [Enclosure (S)] requires the
USCG to determine, during the second quarter of a FY and on the basis of
computations made under 46 U.S.C. 13 105 and submitted by the States for the
preceding FY, the percentage of the amounts available to which each eligible State
is entitled for the next FY. In accordance with 46 U.S.C. 13 103(a), State allocations
shall be determined as follows:

a. One-third allocated equally each FY among eligible States.

b. One-third allocated among eligible States that maintain a State vessel numbering
system approved under 46 U.S.C. 12302 and a marine casualty reporting system
approved under 46 U.S.C. 6102. The amount allocated each FY to each eligible
State will be in the same ratio as the number of vessels numbered in that State
bears to the number of vessels numbered in all eligible States.

c. One-third allocated so that the amount allocated to each eligible State will be in
the same ratio as the total State expenditures for the RBS program during the
prior fiscal year bears to the amounts expended by all eligible States for RBS
programs during that FY.

3.7. Availability of Allocations. Beginning in FY99, amounts allocated to a State are
available for obligation by that State for a period of two years after the date of
allocation. The date of allocation is the date the States are formally notified in
writing by the USCG of the amount of allocation. Federal funds unobligated by a
State at the end of the two years shall be withdrawn and shall be available with other
amounts to be allocated during that FY. States will be notified of the potential loss
of funds.

NOTE: Notification of amount of allocation is normally provided in December.
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3.8. Limitation on Amounts Distributed. 46 U.S.C. 13103(b) [Enclosure (5)] limits
the amount of Federal funds that a State can receive in a FY to not more than one-
half of the total cost incurred by that State in developing, carrying out, and financing
that State’s RBS program in that FY.

NOTE: In compliance with 46 U.S.C. 13 103(b) and 48 U.S.C. 1469a(d),  the USCG
will enforce the statutory requirement governing the State RBS Federal
Financial Assistance Program that local matching funds be provided by the
Insular Areas for allocation amounts in excess of $200,000.
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CHAPTER 4 - FINANCIAL ADMINISTRATION

4.1 Purpose. The purpose of this Chapter is to provide guidance on the general requirements,
standards and procedures for the administration of Federal financial assistance provided for
State recreational boating safety (RBS) programs.

4.2 Applicability and Scope. Administrative requirements and standards for Federal financial
assistance are published in the Code of Federal Regulations (49 CFR Part 18) and OMB
Circular A-87, which are provided in Enclosures (7) and (8), respectively, of this
publication. The material contained in this Chapter is intended as amplification for
interpreting the requirements of applicable laws and regulations and to provide established
USCG procedures. However, the contents of the Chapter are not intended to supersede any
Federal requirement.

4.3 Availability of Federal Funds. The following general provisions are applicable to Federal
financial assistance provided for the RBS program.

a. A State’s allocation of Federal financial assistance remains available for expenditure or
obligation by that State for RBS program functions/activities for two years following the
date the allocation notice is issued by the USCG.

b. A State may apply for all or part of its Federal allocation, but not more than the amount
of non-Federal matching funds provided by the State for the FY.

(1) If a State applies for less than the amount allocated to that State for the FY, the
balance of the allocation remains available for the remainder of the two years (see
Section 3.7).

(2) A State may apply for its remaining allocation if sufficient State matching amounts
become available during the FY. If not, the balance may be carried forward and
added to the allocation for the subsequent FY, subject to the matching share
provision. The State may not apply for Federal funds in excess of the total amount
available to that State.

(3) If the State agency’s authority to expend Federal funds is subject to appropriation by
the State Legislature, the State may not request more than the amount authorized by
the State legislature.

c. Federal funding for a State RBS program is provided for the twelve-month period fkom
October 1 to September 30. When the USCG enters into a Federal Financial Assistance
Agreement with a State (Exhibit 4- 1, page 4-l 1), the entire RBS program is approved.
The Financial Agreement includes anticipated total RBS program costs. When the
agreement is accepted, the State is committed to provide the non-Federal share unless the
Financial Agreement is subsequently amended (see Sections 4.8 and 4.9). Failure to meet
this commitment may result in disallowance of all or part of the requested Federal share.
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4.4 State Program. An approved State RBS program must contain the program elements
(functions/activities) listed in Section 2.3 of this Publication. Federal financial assistance is
provided to supplement the State matching amounts provided for the RBS program and is
intended for use in accomplishing the program purposes as provided by the authorizing laws.
Unless changed by subsequent State law, a State RBS program approved by the USCG
under 46 U.S.C. 13 102 continues in effect, whether or not the program is supported by
Federal financial assistance.

4.5 Application for Federal Assistance. The Application for Federal Assistance (AFA) for
State Rl3S programs consists of:

Financial Agreement Between DOTAJSCG and the State*
Application for Federal Assistance (Cover Sheet) - SF-424 (7-97)*
Budget Information - Non-Construction Programs - SF-424A (7-97)
Section C, D, E, and F, - SF-424A (7-97) Page 2
Section F, Item 25 (Cont’d) - SF-424A Page 2A
Assurances - Non-Construction Programs - SF-424B (7-97)*
Budget Information - Construction Programs, - SF-424C (7-97)
Assurances - Construction Programs, - SF-424D (7-97)”
Program Narrative
Drug-Free Workplace Act Certification*
Certification Regarding Lobbying, or

Disclosure of Lobbying Activities - SF-LLL*

* - specifies forms that require an original authorized signature.

NOTE: To ensure States, U.S. Territories, and nonprofit organizations do not discriminate in
their programs and activities, the USCG Civil Rights Directorate conducts pre-award
Title VI compliance reviews of grant applications from State agencies and private, non-
profit organizations requesting funds under the National Recreational Boating Safety
Program. States will receive guidance directly from the Office of Civil Rights (G-H) at
Coast Guard Headquarters on Title VI compliance. A compliance statement may be
made part of the Program Narrative.

a. The information contained in the application package is the basis upon which the
Program Manager determines whether the proposal meets eligibility requirements and
the standards for approval. Once approved, the AFA becomes a contractual agreement
between the USCG and the State. The AFA package and applicable instructions are
included as Exhibits 4-1 through 4-14 of this Chapter and are available from the Program
Administrator.

b. The application must be submitted by the State authority or agency designated to carry
out or coordinate carrying out of the State RBS program.
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4.5.~. A signed original and two copies of the AFA must be submitted to the Program
Administrator. EXCEPTION: ORIGINAL SIGNATURES ARE REQUIRED ON
ALL 3 COPIES OF THE FINANCIAL AGREEMENT BETWEEN THE U.S.
COAST GUARD AND THE STATE.

d. The application requires a narrative description of all ongoing and planned recreational
boating safety activities that are anticipated by the State during the program period,
regardless of the source of funds for these activities. The Program Narrative must
address each program function/activity to be funded, even though the application is
submitted as a single program. Instructions for preparing the Program Narrative are
included as Exhibit 4-10. A Program Narrative that does not provide sufficient detail on
the goals and objectives of a State’s RBS program may result in the Program
Administrator delaying or denying approval of a grant application.

e. An amendment to the grant application must be sent to the Program Administrator if the
budget information changes by 10% or more of the total program, or when the scope or
nature of the program is modified. Only revised portions of the application need to be
sent, e.g., a revised SF-424A and program narrative, with an explanation of the reasons
for the changes.

4.6 Intergovernmental Review. If a State has selected the RBS program for review under
Executive Order 12372, the State review process must be followed. A 60-day comment
period is provided by Executive Order 12372. Any comments must accompany the
application. If the program was not selected for review or no comments were made, this
should be indicated in item 16 of the Application for Federal Assistance (SF-424).

4.7 Review and Approval of Appkations. Applications will be reviewed by the USCG
Program Administrator.

a. If the review identifies omissions or raises questions, the applicant will be contacted to
obtain additional information to resolve the issues.

b. When determined to be fully satisfactory, the application will be approved and the
Financial Agreement executed by the Program Manager. A copy of the approved
application and one signed original Financial Agreement will be sent to the State.

4.8 Financial Agreement. The Financial Agreement is used to commit Federal financial
assistance for carrying out work covered by an approved Application for Federal  Assistance.
The Agreement may also include other conditions, either explicitly or by reference. AJI 3
copies of the FinanciaI Agreement must bear originrl signature-s. Upon execution by the
Program Manager, the Financial Agreement is a contractual obligation of the Federal
Government for payment of a proportionate share of the allowable costs of the State RBS
program. Signature by an authorized official of the State commits the State to provide the
non-Federal share to carry out the work described in the application.
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NOTE: Section B of the Financial Agreement specifies that amounts received shall be used to
develop and carry out the RBS program objectives, and to pay travel and associated
costs for attendance of State RBS program personnel at the annual conference of the
National Association of State Boating Law Administrators and the appropriate regional
Boating Law Administrators’ association.

4.9 Amendment to Financial Agreement. An amendment to the Financial Agreement must be
submitted to the Program Manager for approval prior to the close of the original Agreement
period. If the amendment involves changes in any of the documents supporting the

4.10

4.11

4.12

kgreement, attach a copy of the applicable revised document. An amendment must be
submitted for the Program Manager’s approval in any of the following circumstances:

a. The addition or deletion of any program fkction/activity.

b. Increasing or decreasing the total Federal funding obligated by the Agreement.

c. Decreasing the total State funding obligated on the Agreement.

d. The reallocation of tinds between functions/activities if the total reallocation exceeds 10
percent of the current total approved budget, and the Federal share of the total RBS
program exceeds $100,000.

Responsibility. It is the responsibility of the State to implement adequate procedures for
the proper management of the Federal financial assistance received for the State lU3S
program. The State shall provide the USCG with periodic financial reports as required in
Chapter 6 of this Publication.

Financial Management Systems. States will follow their own laws and procedures to
expend and account for Federal funds, including subgrants to others. However, States, as
well as their subgrantees and cost-type contractors, must have sufficient control and
accounting procedures to permit preparation of required reports and to establish that Federal
fknds have not been used for unauthorized purposes.

Standards for Financial Management Systems. Federal standards for financial
management systems are outlined in 49 CFR Part 18.20 [Enclosure (7)]. Financial
management systems established by the States to administer the RBS program must meet the
following conditions. Other aspects may be added at the discretion of the designated State
agency.

a. The system must provide accurate, current, and complete disclosure of the financial
status of the RBS program.

b. The records must identify adequately the source and application of funds, i.e., where the
fknds came from (Federal, State) and what the fUnds were disbursed for (personnel,
tinge benefits, equipment, etc.). The records must also contain the following
information for each function/activity:
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4.12.b. (1) Amount of obligations.

(2) Unobligated balance.

(3) Amount of outlays.

(4) Amount of program income.

c. The financial management system will provide for effective control over and
accountability for all funds, property, and other assets.

d. The system must provide comparison of budgeted amounts and actual expenditures by
function/activity and fiscal period.

e. The system must include procedures for determining allowable costs and, where
applicable, the allocation of costs between RBS and other programs.

f. All accounting records must be supported by source documentation.

g. Federal regulations encourage reimbursement to the States for funds expended in a State
RBS program on behalf of the Federal Government. If funds are advanced to the State
by the Federal Government, the system must include procedures to minimize the time
elapsing between the transfer of funds from the U.S. Treasury and disbursement by the
State.

NOTE: The RBS Program is a reimbursment program. Federal funds will not be advanced
without written justification from the State to the USCG. Justifications will be evaluated
by the Program Administrator for approval/disapproval.

h. The system shall provide for organization-wide audits at least every two years to
determine the fiscal integrity of financial transactions and reports and compliance with
laws, regulations, and administrative requirements.

4.13 Budget Information. The financial elements of the State RBS program are defined in the
Budget Information (SF-424A) of the approved application.

a. Budget elements are defined as follows:

(1) By function/activity (Administration, Law Enforcement, Education, Navigational
Aids (NAVAIDS), Boat Registration/Titling, and Public Access Sites).

(2) By object class (Personnel, Fringe Benefits, Travel, etc.).

(3) By Federal fiscal quarter.
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4.13.b. The State must monitor expenditures by each budget classification, compare actual
expenditures to the anticipated rate of expenditure, compare expenditures to
performance, assure that expenditures by category are within established budgets, and,
under the conditions outlined in Section 4.14, formally request approval by the USCG of
budget revisions.

4.14. Budget Revision. Budget revision refers to the shifting of funds, both Federal and non-
Federal, from one function/activity within the approved financial plan to another. The need
for revision of the budget should be considered whenever the financial status or program
performance review indicates that there has been significant deviation from the cost or
performance estimates made at the time of the Financial Agreement. It is necessary for proper
management that the performance program and the budget be kept current.

a. States shall request prior approval from the USCG when a revision is necessary for any of
the following:

(1) There is a change in scope or objective of the program.

(2) The revisions involve the addition of items requiring approval in accordance with the
provisions of OMB Circular No. A-87 [Enclosure (8)].

(3) The Federal share of the RBS program exceeds $100,000 and the cumulative amount
of transfers among program functions/activities exceeds, or is expected to exceed, ten
percent of the program budget.

(4) A transfer of tiding from a non-construction activity to a construction activity or vice
versa.

b. States shall promptly notify the USCG when, as a result of a change in the scope of the
program, the amount of Federal funds requested in the State’s application is expected to
exceed actual needs by more than 10 percent of the Federal award.

c. Other changes to the budget do not require approval. These changes include:

(1) The use of State tinds in furtherance of program objectives over and above the
minimum share included in the approved budget.

(2) The transfer of amounts budgeted for direct costs to absorb authorized increases in
indirect costs.

4.15 Audit Requirements. Federal standards covering audit procedures are contained in 49 CFR
Part 18.26 [Enclosure (7)]. It provides for grantees and subgrantees to obtain audits in
accordance with the Single Audit Act of 1984 (3 1 U.&C. 7501-7)  and Federal agency
implementing regulations.
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4.15. a. Audits shall be conducted by the State or an independent auditor in accordance with
generally accepted government auditing standards for financial and compliance audits.

b. The provisions of 49 CFR Part 18 [Enclosure (7)] do not limit the authority of the USCG
to audit State programs. However, if independent audits conducted by the States meet
the requirements of 49 CFR Part 18, the USCG shall rely on them and any additional
audit work shall build upon the work already done.

c. Specific guidance for audit compliance requirements and suggested audit procedures for
this program are provided in Chapter 6 of this Publication.

4.16 Allowable Costs. Costs incurred in carrying out the RBS program are divided into two
major types - direct and indirect - and are governed by the principles set forth in OMB
Circular No. A-87 [Enclosure (8)].

a. Direct costs are those that can be clearly identified as being incurred in performance of
RBS activities. Typical direct costs are:

(1) Compensation of employees for their time and efforts devoted specifically for RBS
activities.

(2) Cost of materials and equipment acquired specifically for RBS activities.

(3) Other items of expense incurred specifically to carry out RBS activities.

(4) Services furnished specifically for RBS by other agencies.

b. Indirect costs are those (1) incurred for a common or joint purpose benefiting more than
one cost objective and (2) not readily assignable to the cost objectives specifically
benefited without effort disproportionate to the results achieved.

(1) Indirect costs are allowable only if an approved cost allocation plan is in effect to
distribute indirect costs to the several direct functions benefited. If a State agency
already has a cost allocation plan that has been audited and approved by its cognizant
Federal agency, supporting documentation should be included with the application
for Federal financial assistance that is sent to the U.S. Coast Guard. If such a plan
has not been developed, the State agency should assemble adequate supporting
documentation and contact the Federal agency responsible for the approval and audit
of its indirect cost rates and cost allocation plans.

(2) Guidelines for determining items that may be included in indirect costs and methods
of allocation are available in OMB Circular  No. A-87 [Enclosure (S)].

c. Specific examples of costs that are allowable under the provisions of this Federal
financial assistance program are:
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4.16.c. (1) Costs of administering and enforcing the State RBS program.

(2) Costs of facilities, equipment, and supplies for RBS education and law enforcement.

(3) Personnel costs for employees who work in the State RBS programs (see Section
4.18 of this Chapter).

(4) Costs of RBS training, including salaries of instructors, costs of operating training
facilities, costs of training equipment and supplies, and costs of travel and per diem
related to such training.

(5) Costs for public RBS education, e.g., the cost of safety-related exhibits at boat shows,
or educational programs developed for the general public, various segments of the
boating community, and the public school system.

(6) Costs related to administering and operating State vessel numbering and titling
systems, including investigations of stolen boats.

(7) Costs of establishing local watercraft  controls required for the safety of boaters.

(8) Costs of establishing and enhancing existing waterway markers and other appropriate
aids to navigation to the extent they benefit the RBS program. Neither State funds
nor Federal financial assistance can be used to maintain markers and other
navigational aids for which the USCG is responsible.

(9) Costs for emergency assistance to recreational boaters.

(10) Costs related to safety inspections of recreational boats.

(11) Costs of inspecting boat liveries, livery boats, and boats carrying six passengers or
less for hire.

(12) Costs of issuing permits for and patrolling races or regattas where such permits and
patrols are required to ensure the safety of participants and spectators.

(13) Costs of attending RBS meetings and conferences, both in-State and out-of-State,
when such meetings and conferences are clearly beneficial to RBS.

(14) Costs of RBS research projects.

(15) State payments to political subdivisions for allowable costs in support of the State
RBS program.

(16) Costs for the investigation of accidents involving recreational boats, including costs
for body or vessel recovery that are directly related to a recreational boating accident
or the investigation thereof.
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4.16.c.(  17) Costs for acquisition, construction, repair and maintenance of public access sites
identified in the State application approved by the USCG.

(a) Costs for public access sites other than for the State RBS program are not
allowable.

(b) Maintenance means all commonly accepted practices necessary to keep the public
access site operating in a state of good repair and to protect it from deterioration
resulting from normal wear and tear. Activities that allow the facility to function
include routine recurring maintenance such as minor repairs, and non-routine
cyclical maintenance, which is major maintenance or renovation activities con-
ducted at intervals normally greater than 1 year. General upkeep (mowing lawns,
daily cleaning, etc.) is not an allowable cost of the State RBS program budget.

4.17 Equipment. A State will use, manage, and dispose of equipment acquired with funds from
the Federal RBS financial assistance program in accordance with State laws and procedures.

4.18 Personnel Compensation. Many States have personnel whose duties are not limited to the
RBS program. For example, RBS duties may be performed by fish and game or
conservation personnel who enforce RBS laws as well as hunting or fishing laws. Section
B. 10. of Attachment B, OMB Circular No. A-87 [Enclosure (8)], requires that the salaries
and wages of such personnel be supported by appropriate time distribution records that
equitably distribute the time and effort.

a. A State may establish its own procedure to comply with the requirements of OMB
Circular No. A-87, or it may use the alternative method below, which has been
approved by the Department of Health and Human Services.

b. Alternative Method for Time Distribution. Each pay period, or at least once a
month, prepare a time sheet that covers all employees whose costs are chargeable to
more than the RBS program and includes the following information:

(1) Name and Social Security number of each employee.

(2) Total salary of each employee.

(3) Total hours each employee worked.

(4) Percent of employee’s time charged to program.

(5) Hours for each employee that were charged to the program.

(6) Amount of employee’s salary charged to the program.

(7) Certification by the next higher supervisor.

4-9



4.19 Program Income. For purposes of the State RBS program, program income is the gross
income directly generated by an RBS program activity during the period the program is
supported by Federal financial assistance. Regulations governing program income can be
found in 49 CFR 18.25 [Enclosure (7)].

a. During the period of the Financial Agreement, the costs of activities related to the
generation of RBS program income are allowable when the program income is used to
support the State RBS program. If RBS program income supports additional State
programs, the allowable costs charged to the RBS program must be in direct ratio to
that portion of program income that is used to support the RBS program.

b. Program income may be used to meet the non-Federal matching share requirement.

4.20 Payments. After it has expended part or all of its non-Federal share, a State may submit a
request for payment by submitting an original and one copy of the “Request for Advance
or Reimbursement” (SF-270) to the Program Coordinator. [See Section 6.4.b.l

a. Payments may be made by the reimbursement or the advance method.

(1) Reimbursement metbod. This is the preferred method of payment. The State
expends funds for the RBS program under its usual procedures. When submitting
the quarterly Financial Status Report (SF-269 or SF-269A), the State determined
the portion of program expenditures that are considered to be the Federal share of
the outlays reported, not to exceed the amount of the State’s allocation. A Request
For Advance or Reimbursement (SF-270) is submitted for reimbursement of the
Federal share of outlays that were made by the State.

(2) Advance method. Requests for advance payment may be allowed on a case-by-
case basis when justification is submitted and when the requirements for an
advance as set forth in 49 CFR 18.21 are met. To comply with Department of the
Treasury regulations (3 1 CFR Part 205), the State must minimize the elapsed time
between the receipt of funds and their disbursement. That State must be able to
demonstrate that proper procedures are in place to meet this requirement.

b. Payments will be made by Electronic Funds Transfer from the Department of the
Treasury. It is the responsibility of the State to ensure that the USCG Finance Center
has on file a current Vendor Express Form (ACH), which provides information on the
State’s agency and financial institution.
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FINANCIAL AGREEMENT BETWEEN

DEPARTMENT OF TRANSPORTATION/UNITED STATES COAST GUARD

AND

THE STATE OF

AGREEMENT NO. -.Ol

The United States of America (herein called the Government), acting through the United States Coast Guard pursuant to 46
U.S.C. 13106, agrees to pay the Government’s share of allowable costs incurred in accomplishing the State Recreational
Boating Safety Program objectives described in the application of the State of (herein
called the Applicant or State), subject to:

A. Purpose of Assistance. The purpose of the assistance is to permit the State to assume the primary share of boating safety
education, assistance, and enforcement activities; to assist the State in carrying out a State Recreational Boating Safety
Program; and to encourage greater State participation and uniformity in boating safety.

B. Allocation. To assist the State in financing its Recreational Boating Safety Program, the Government agrees to contract
with and distribute to the State the sum of $ subject to 46 U.S.C. 13103(b), 13104(a), and 13108(a)(3)  and
(b). Amounts received shall be used to develop and carry’out the Fiscal Year State Recreational Boating Safety
Program objectives, and to pay travel and associated costs for attendance of State RBS program personnel at the annual
conference of the National Association of State Boating Law Administrators and the appropriate regional Boating Law
Administrators’ association.

C. State Matching Funds. The State agrees to provide $ (non-Federal amounts indicated in Part III
of the Application) to complete the proposed Fiscal Year  Recreational Boating Safety Program objectives described in
the Application. State matching amounts shah be derived from general State revenues, undocumented vessel numbering and
license fees, State marine fuels taxes, or from a fund constituted from the proceeds of those taxes and established to finance the
State Recreational Boating Safety Program.

D. Program. The State certifies to the U.S. Coast Guard that its State Recreational Boating Safety Program includes:

1. A vessel numberintz  system either approved or administered  by the Secretary under 46 U.S.C. Chapter 123 and meeting
the requirements of 33 CFR Part 174. The State will periodically review vessel registration files to ensure that the annual
report to the Coast Guard reasonably reflected the number of currently numbered vessels in the State.

2. A cooperative a;ltretment with the Coast Guard that provides for joint reaponaibilities  concerning law enforcement,
accident investigation, search and rescue,  marine events, and Coast Guard Auxiliary aasiatance on sole State waters.

3. Sufficient patrol and other activity to ensure adequate enforcement of applicable State boating safety laws and
regulations.

4. A State recreational boating safety education program meeting or exceeding the minimum standards adopted by the
National Association of State Boating Law Administrators, and including the dissemination of information concerning the
hazards of operating a vessel when under the infhrence of alcohol or drugs.

5. A marine casualty renortinu system approved by the Secretary and meeting the requirementa of 46 U.S.C. 6102 and 33
CFR Part 174.

Exhibit 4-1
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E. Assurances. The Applicant certifies that the State lead authority or agency (herein called the Agency) designated to
implement or coordinate the implementation of the State Recreational Boating Safety Program will:

1. Submit the reports required in 33 CFR 174.12 I and 174.123,49  CFR Part 18, and OMB Circular No. A- 133 in a timely
manner.

2. Give any authorized representative of the Coast Guard or the Comptroller General access to and the right to examine all
records, books, papers, or documents related to the assistance.

3. Submit to the Coast Guard Program Manager any proposed legislation or regulations concerning recreational boating
safety on waters subject to the jurisdiction of the United States.

4. Unless otherwise precluded by Federal statute or regulation, comply with the requirements of State Recreational
Boating Safety Programs, COMDT’PUB P 16755.3A.

F. Certification:

4 acting as Attorney for the Agency on this day of
, do certify that I have eiamined the Agreement and fmd that acceptance by the Agency

has been authorized and that the execution thereof is proper and in accordance with the laws of the State of
. Following signature, the Agreement, in my opinion, is a

legal obligation of the State in accordance with the terms thereof.

(Signature of Attorney)

n witness whereof, the State has caused this Agreement to be executed in its behalf and thereafter the Government has caused
t to be executed in its behalf:

STATE OF

BY

(Title)

[Date)

WITNESS

(Title)

@W

UNITED STATES COAST GUARD

BY @ate)
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APPLICATION FOR
FEDERAL ASSISTANCE

I. TYPE OF SUBMISSION:
I

2. DATE SUBUIlTED

3. DATE RECEIVED BY STATE

OME Approval No. 0348X143

Applicanl ldentlfier

Stale Applic.aUon IdenUfw

Appltcallon Preapplication

~Constructlon 0 Constructlon 4. OATE RECEIVED BY FEDERAL AGENCY Federal IdenUfier

0 Non-Construction 0 Non-Construction

5. APPLICANT INFORMATION

.egal Name: Organizational Unit:

I\ddress (give cify, county, State, and ZIP code): Name and Mephone number of person to be contacted on matters involving
this sppllcatlon (give area code)

6. EMPLOYER IDENTIFICATION NUMBER (E/N):

III  
B. TYPE OF APPLICATION:

0 New q Contlnwtion 0 Rovtskm

If Revlslon, enter l ppmpriade btle(s) In box@)
cl0

A. Increase Award 8. Decreaw Awsrd c .  lncreaseDlHatbn
D. Decrease DuraUon Olher(specI&J:

17. TYPE OF APPLICANT: (enter appcphb Mter in box)

A. State Ii. Ir&pedentschodDitlt.
8. county I. Strte -led Ins- of Higher Laarnln~
c .  Murwpal J. Private Unhmlty
D. Township K. IndlanTrlba
E. Intemla@ L. Individual
F. IntermuMpal M. ProfnOQankallon
G. S-1 DMrlct N. -W=W)

6. NAME OF FEDERAL AOENCY:

10. CATALOG OF FEDERAL DOMESTIC ASSISTANCE NUMBER: 11. DESCRIPTIVE TITLE OF APPLICANT’S PROJECT:

nm: I
12. AREAS AFFECTED BY PROJECT (Clubs, Countbs, St&w, etc.):

1

I
13. PROPOSED PROJECT I 14. CONGRESSIONAL DISTRICTS OF:

Stat-l Date Ending Dale a. Applkant b. Project

15. ESTIMATED FUNDING:

a. @deral

b. A@pkant

c. state

d. Local

e. Ohr

.oo

a0

Ilo

no

.w

16. IS APPLICATION SUBJECT TO REVIEW BY STATE EXECUTIVE

ORDER 12372 PROCESS?

a. YES. THIS PREAPPLlCATlOfVAPPLICATlON WAS MADE
AVAILABLE TO THE STATE EXECUTIVE ORDER 12372
PROCESS FOR REVIEW ON:

DATE

b. No. 0 PROGRAM IS NOT COVERED BY E. 0.12372
0 OR PROGRAM HAS NOT BEEN SELECTED BY STATE

FORREVIEW

1. FTogram income slo
17. IS THE APPLICANT DELINQUENT ON ANY FEDERAL DEBT?

g. TOTAL s .oo
0 Yee n”Yw.‘attachanuplBMsm. N o  0

18. TO THE BEST OF MY KNOWLEDGE AND BELIEF, ALL DATA IN THIS APPLKATION/PREAPPlJCATlON  ARE TRUE AND CORRECT, THE
DOCUMENT HAS BEEN DULY AUTHOUKED BY THE DOVERNINQ BODY OF THE APPLICANT AND THE APPUCANTWLLCOMPLYWlTH
THE ATTACHED ASSURANCES IF THE ASSISTANCE IS AWARDED.
l .TypafhnaofAuhrlmdRepmwMM b. Tltb ‘c. Telaphom Number

d. Slgnatum of Auhrlzed FMpwwMM

/
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INSTRUCTIONS FOR THE SF 424

Pubhc reporting burden for this collection of information is estimated to avetage 45 minutes per response, including time for
reviewing instructions, searching existing data sources. gathering and maintaining the data needed. and completing and reviewing the
collection of information. Send comments regarding the burden estimate or any other aspect of this collection of information,
including suggestions for reducing this burden, to the Offtce of Management and Budget, Paperwork Reduction Project (034@043),
Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDCET.  SEND
IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

This is a standard form used by applicants as a required facesheet for preapplications and applications submitted for Federal
assistance. It will be used by Federal agencies to obtain applicant certification that States which have established a review and
comment pmcahm in msponse to Executive Order 12372 and have selected the program to be included in their process, have been
given an opportunity to r&w the applicant’s submission.

Item:

I. Self-exphmatory.

Entry:

2. Date application submittal to Fedeml agency (or State
if applicable) & applicant’s control number (if
applicable).

3. State use only (if applicable).

4. If this application is to continue or revise an existing
award, enter present Federal identifier number. If for
a new project. leave blank.

5. Legal name of applicant, name of primary
organizational unit which will undertake the assistance
activity, complete address of the applicant, and name
and telephone number of the penion to contact on
matters related to this application.

6. Enter Employer Identification Number (EIN) as
assigned by tbe Internal Revenue Service.

7. Enter the appropriate letter in the space provided.

8. Check appropriate box and enter appropriate Iettet(s)
in the spaec(s) provided:

--“New” means a new assistance award.

-‘Continuation” means an extension for an additional
funding/budget period for a pmject with a projected
completion date.

--“Revision” means any change in the Federal
Government’s financial obligation or contingent
liability fmm an existing obligation.

9. Name of Federal agency Born which assistance is
being requested with this application.

IO. Use the Catalog of Federal Domestic Assistance
number and title of the pmgmm under which
assistance is requested.

I I. Enter a brief descriptive title of the project. If mom
than one program is involved, you should append an
explanation on a separate sheet. If appropriate (e.g.,
construction or real pmperty projects), tih a map

Item: Entry:

12.

13.

14.

IS.

16.

17.

18.

showing pmject location. For preapplications, use a
separate sheet to provide a summary description of
this project.

List only the largest political entities affected (e.g.
State, counties, cities).

Self-explanatory.

List the applicant’s Congressional District and any
District(s) affected by the pmgmm or project.

Amount requested or to be contributed during the first
funding/budget period by each contributor. Value of
in-kind contributions should be included on
appropriate lines as applicable. If the action will
result in a dollar change to an existing awud, indicate
o& the amount of the change. For decreases, enclose
the amounts in parentheses. If both basic and
supplemental amounts are included, show bteakdown
on an attached sheet. For multiple program funding,
USC totals and show breakdown using same categories
as item IS.

Applicants should contact the State Single Point of
Contaet (SPOC) for Federal Executive Order 12372 to
detetmine whether the application is subject to the
State intergovemmental review process.

This question applies to the applicant orgamzation,
not the person who signs as the authorized
representative. Categories of debt include delinquent
audit disallowances, loans and taxes.

To be signed by the authorized mpmscntative  of the
applicant. A copy of the goveming body’s
authorization for you to sign this application as
official rcpramntativc must be on file in the
applicant’s office. (Certain Federal agencies may
require that this authorization be submitted as part of
the application.)

SF 4a4 (REV 747, m
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BUDGET INFORMATION - Non-Construction Programs OMB Approval No. 0348-0044
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SECTION C - NON-FEDERAL, RESOURCES

(8) Grant Program
I

(b) Applicant
I

(c) state (d) Other Sources (e) TOTALS

II.

12.

13.

s S S S
II. TOTAL (mm of Iha 10-S)

SE(XlON b - FORECA!WED CASH NEEDS

IS. Federal

Total for 1st Year Id *arter 28d Quarter 3rd Qmartcr 4th Quarter
S S S S S

S S S S S
17. TOTAL (swn of iiwr 15 aad 16)

I I I I I

SECTION E - BUDGET ESTIMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF TRE PROJECT
(I) Gr8at Program FUTURE FUNDING PERIODS (Years)

09 First I (c) Second I (d) Third I (e) Fourth
S Is IS IS

18.

19.

t
20.

21.

S S S S
22. TOTAL (smtt of IiDes n-21)

.a J ;

I23. Dlmtcbuges:

SE4XION F - CYI’EER BUDGET INFORMATION

24. Indirect Charges:

I25. Remarks: I

Authorized for Local Reproduction Standard Form 424A (REV.7-97)Page  2
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SECTION F - Item 25 - REMARKS (Coat’d)
~t-~-~~~~vlqr~~of~~l~rlrg~~cortof~orMR~~~t).

FUNCTION/ACTIVlTV ITEM UNIT COST TOTAL COST

_- . P.--A-d F-- A?A---- *.
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INSTRUCTIONS FOR THE SF-424A

General Instructions
This form is designed so that application can be made for
funds from one or more grant programs. In preparing the
budget. adhere 10 any existing Federal grantor agency
guidelines which prescribe how and whether budgeted
amounts should be separately shown for diffcrcnt
functions or activities within the program. For some
programs, grantor agencies may require budgets to be
separately shown by function or activity. For other
programs, grantor agencies may require a breakdown by
function or activity. Sections A,B,C, and D should
include budget estimates for the whole project except
when applying for assistance which requires Federal
authorization in annual or other funding period
increments. In the later case. Sections A,B,C, and D
should provide the budget for the first budget period
(usually a year) and Section E should present the need
for Federal assistance in the subsequent budget periods.
All applications should contain a breakdown by the
object class categories shown in Lines a-k of Section B.

Section A. Budget Summwy
Llna l-4, Columos (a) 8od (b)
For applications mining to a single Federal grant
program (Federal Domestic Assistance Catalog number)
and not requiring a functional or activity breakdown,
enter on Line I under Column (a) the catalog program
title and the catalog number in Column (b).

For applications pertaining to a sing/e program
requiting budget amounts by multiple tinctions or
activities, enter the name of each activity or function on
each line in Column (a), and enter the catalog number in
Column (b). For applications pertaining to multiple
programs where none of the programs require a
breakdown by function or activity, enta the catalog
program title on each line in Column (a) and the
rcqective catalog number on each line in Column (b).

For applications pertaining to multiple programs where
one or more programs require a breakdown by function
or activity, prepare a separate sheet for each program
requiring the breakdown. Additional sheets should be
used when one form does not provide adequate space for
all breakdown of data required. However, when more
than one sheet is used, the first page should provide the
summary totals by programs.

Llncs l-4, Columor (c) tbrougb (g).
For new applications, leave Columns (c) and (d) blank.
For each line entry in Columns (a) and (b), enter in
Columns (e). (9, and (g) the appropriate amounts of
funds needed to support the project for the first funding
paiod (usually a year).

Lines l-4, Columns (c) through (g.) (continued)
For continuing granf program applications, submit

these forms before the end of each funding period as
required by the grantor agency. Enter in Columns (c)Od
(d) the estimated amounts of funds which will remain
unobligated at the end of the grant funding period only if
the Federal grantor agency instructions provide for this.
Otherwise, leave these columns blank. Enter in columns
(e) and (r) the amounts of funds needed for the upcoming
period. The amount(s) in Column (g) should be the sum
of amounts in Columns (e) and (r).

For supplemental grants and changes to existing
grants, do not use Columns (c) and (d). Enter in Column
(e) the amount of the increase or decrease of Federal
funds and enter in Column (f) the amount of the increase
or decrease of non-Federal funds. In Column (g) enter
the new total budgeted amount (Fedaal and non-
Fedaal) which includes the total previous authorized
budget4 amounts plus or minus, as appropriate, the
amounts shown in Columns (e) and (9. ‘The amount(s)
in Column (g) should not equal the sum of amounts in
Columns (e) and (f).

Line 5 - Show the totals for all columns used.

Section B Budget Cetegoria
In the column headings (I) through (4). enter the titles of
the same programs, functions, and activities shown on
Lines l-4, Column (a), Section A. When additional
sheets are prepared for Seetion A. provide similar
column headings on each sheet. For each program,
function or activity, fill in the total requirements for
funds (both Federal and non-Federal) by object class
cakgories.

Liner h-i -- Show the totals of Lines 6a to 6h in each
column.

Line 6j - Show the amount of indirect cost.

Line 6k - Enter the total of amounts on Line 6i and 6j.
For all applications for new grants and continuation
grants the total amount in column (5). Line 6k. should be
the same as the total amount shown in Section A,
Column (g). Line 5. For supplemental grants and
changes to grants, the total amount of the increase or
decrease as shown in Columns (l)-(4), Line 6k should be
the same as the sum of the amounts in Section A,
Columns (e) and (r) on Line 5.

Exhibit 4-6
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INSTRUCTIONS FOR THE SF-424A (confimmf)

Line 7 - Enter the estimated amount of income, if any,
expected to be generated fi-om this project. Do not
add or subtract this amount from the total project
amount. Show under the program narrative statement
the nature and source of income. The estimated
amount of program income may be considered by the
federal grantor agency in determining the total amount
of the grant.

Section C. Non-Federal-Resource

Lines 8-11 - Enter amounts of non-Federal resources
that will be used on the grant. If in-kind contributions
are included, provide a brief explanation on a separate
sheet.

Column (a) - Enter the program titles identical
to Column (a), Section A. A breakdown by
function or activity is not nw.

Column (b) - Enter the contribution to be made
by the applicant.

Column (c) - Enter the amount of the State’s
cash and in-kind contribution if the applicant is
not a State or State agency. Applicants which
are a State or State agencies should leave this
column blank.

Column (d) - Enter the amount of cash and in-
kind contributions to be made from all other
SOUrceS.

Column (c) - Enter totals of Columns (b), (c),
and(d).

Line 12 - Enter the total for each of Columns (b)-(e).
The amount in Column (e) should be equal to the

amount on Line 5, Column (f), Section A.

Sectloo D. Forecasted Carh Needs

Line 13 - Enter the amount of cash needed by quarter
from the grantor agency during the first year.

Line 14 - Enter the amount of cash from all other
sources needed by quarter during the fiscal year.

Line 15 - Enter the totals of amounts on Lines I3 and
14.

Sectlon E. Budget Estimates of Federal Funds
Needed for Balance of the Project

Lines 16 19 - Enter in Column (a) the same grant
program titles shown in Column (a), Section A. A
breakdown by function or activity is not necessary.
For new applications and continuation grant
applications, enter in the proper columns amounts of
Federal funds which will be needed to complete the
program or project over the succeeding funding
periods (usually in years). This section need not be
completed for revisions (amendments, changes, or
supplements) to funds for the current year of existing

grants.

If more than four lines are needed to list the program
titles, submit additional schedules as necessary.

Line 20 - Enter the total for each of the Columns (b)-
(e). When additional schedules are prepared for this
Se&on, annotate accordingly and show the overall
totals on this line.

Section F. Other Budget Information

Line 21 - Use this space to explain amounts for
individual direct object-class cost categories that may
appear to be out of the ordinary or to explain the
details as required by the Federal grantor agency.

Line 22 - Enter the type of indirect rate (provisional,
predetaminai, final or fixed) that will be in &feet
during the funding period, the estimated amount of the
base to which the rate is applied, and the total indirect
expense.

Line 23 - provide any other explanations or comments
deemed necessary.

SF 424A (l-97) prlc 4
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OMB Approval No. 0348mO

ASSURANCES - NON-CONSTRUCTION PROGRAMS

Note: Certain of these assurances may not be applicable to your project or program. If you have questions, please
contact the awarding agency. Further, certain Federal awarding agencies may require applicants to certify to
additional assurances. If such is the case, you will be notified.

As the duly authorized representative of the applicant I certify that the applicant:

I.

2.

3.

4.

5.

6.

Has the legal authority to apply for Fakral
assistance, and the institutional, managerial and
financial capability (including funds sufficient to
pay the non-Federal share of project costs) to
ensure proper planning, management and
completion of the project described in this
application.

Will give the awarding agency, the Comptroller
General of the United States, and if appropriate,
the State, through any authorized representative,
access to and the right to examine all records,
books, papers, or documents related to the award;
and will establish a proper accounting system in
accordance with generally accepted accounting
standards or agency directives.

Will establish safeguards to prohibit employees
from using their positions for a purpose that
constitutes or presents the appearance of personal
or organizational conflict of interest, or personal
gain.

Will initiate and complete the work within the
applicable time frame after receipt of approval of
the awarding agency.

Will comply with the Intergovernmental
Personnel Act of 1970 (42 U.S.C. @j 47284763)
relating to prescribed standards for merit systems
for programs funded under one of the nineteen
statutes or regulations specified in Appendix A of
OPMs Standards for a Merit System of Personnel
Administration (5 C.F.R. 900, Subpart F).

Will comply with all Federal statutes relating to
nondiscrimination. These include but are not
limited to: (a) Title VI of the Civil Rights Act of
1 9 6 4  ( P . L . 88-352) which prohibits
discrimination on the basis or race, color or
national origin; (b) Title IX of the Education
Amendments of 1972. as amended (20 U.S.C. #fj
1681-1683. and 1685-1686). which prohibits
discrimination on the basis of sex; (c) Section
504 of the Rehabilitation Act of 1973. as
amarded (29 U.S.C. # 794), which prohibits

7.

8.

9

discrimination on the basis of handicaps; (d) the
Age Discrimination Act of 1975, as amended (42
U.S.C. $4 6101-6107),  which prohibits discrimination
on the basis of age; (e) the Drug Abuse Office and
Treatment Act of 1972 (P.L. 92-255). as amended.
relating to nondiscrimination on the basis of drug
abuse; (f) the Comprehensive Alcohol Abuse and
Alcoholism Prevention, Treatment and Rehabilitation
Act of 1970 (P.L. 91-616), as amended, relating to
nondiscrimination on the basis of alcohol abuse or
alcoholism; (g) 94 523 and 527 of the Public Health
Service Act of 1912 (42 U.S.C. 290 dd-3 and 290 aa
3), as amended, relating to confidentiality of alcohol
and drug abuse patient records, (h) Title VIII of the
Civil Rights Act of I%8 (42 U.S.C. 8 3601 et seq.). as
amended, relating to nondiscrimination in the sale.
rental or financing of housing; (i) any other
nondiscrimination provisions in the specific statute(s)
under which application for Federal assistance is being
made; and (i) the requirements of any other
nondiscrimination statute(s) which may apply to the
application.

Will comply, or has already complied, with the
requirements of Titles II and III of the Uniform
Relocation Assistance and Real Property Acquisition
Policies Act of 1970 (P.L. 91-646) which provide for
fair and quitable treatment of persons displaced or
whose property is acquired as a result of Federal or
federally assisted programs. These rquirornents
apply to all interests in real property acquired for
project purposes rcgatdlars of Fe&al participation in
purchases.

Will comply, with the provisions of the Hatch Act (5
U.S.C. Q# 1501-1508 and 7324-7328) which limit the
political activities of employees whose principal
employment activities are funded in whole or in part
with Federal funds.

Will comply, as applicable, with the provisions of the
Davis-Bacon Act (40 U.S.C. $0 276a to 276a-7), the
Copeland Act (40 U.S.C. Q 276c and 18 U.S.C. $4
874). and the Contract Work Hours and Safety
Standards Act (40 U.S.C. QQ 327-333). rcgardiig labor
statl&r&forfadaallyaasistedtmtlsbuetion
su~alts.

Authorized for Local Reproduclion
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IO.

I I.

12.

Will comply. if applicable, with flood insurance
purchase requirements of Section 102(a) of the Flood
Disaster Protection Act of 1973 (P.L. 93-234) which
requires recipients in a special flood hazard area to
participate in the program and to purchase flood
insurance if the total cost of insurable construction and
acquisition is S 10,000 or more.

Will comply with environmental standards which may
be prescribed pursuant to the following: (a) institution
of environmental quality control measure-s under the
National Environmental Policy Act of 1969 (P.L. 9l-
190) and Executive Order (EO) I I5 14; (b) notification
of violating facilities pursuant to EO 11738; (c)
protection of wetlands pursuant to EO I 1990; (d)
evaluation of flood hazards in floodplains in
accordance with EO 11988; (e) assurance of project
consistency with the approved State management
program developed under the Coastal Zone
Management Act of 1972 (I6 U.S.C.§§ 1451 et seq.);
(f) conformity of Fedaal actions to State (Clear Air)
Implementation Plans under Section 176(c) of the
Clear Air Act of 1955, as amended (42 U.S.C.$ 7401
et seq.); (g) protection of underground sources  of
drinking water under the Safe Drinking Water Act of
1974, as amended, (P.L. 93-523); and (h) protection of
endangered species under the Endangned Species Act
of 1973, as amardcd, (P.L. 93-205).

Will comply with the Wild and Scenic Rivers Act of
1968 (16 U.S.C. $4 1271 et saq.) related to protecting
components or potential components of the national
wild and scenic rivers system.

IJ.Ic Will comply with the Laboratory Animal Welfare Act
of I966 iP:L. 89-544, as amen&d, 7 U.S.C. 2131 et
seq.) mining to the care. handling, and treatment of
warm blooded animals held for research, teaching, or
other activities suppotted by this award of assistance.

16. Will comply with the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. $$ 4801 et seq.) which
prohibits the use of lead based paint in construction or
rehabilitation of residence structures.

17. Will cause to be performed the required financial and
compliance audits in accordance with the Single
Audit Act of 1984.

18. Will comply with all applicable requirements of all
other Fedaal laws, executive orders, regulations and
policies governing this program.

13. Will assist the awarding agency in assuring compliance
with Section 106 of the National Historic Preservation
Act of 1966. as amended ( I6 U.S.C. 470). EO I 1593
(identification and protection of historic properties),
and the Archaeological and Historic Preservation Act
of 1974 (16 U.S.C. 469a-I et seq.).

14. Will comply with P.L. 93-348 regarding the protection
of human subjects involved in research, development,
and related activities supported by this award of
assistance.

SIGNATURE OF AUTHORIZED CERTIFYING OFFICIAL TITLE

APPLICANT ORGANIZATION DATE SUBMITTED
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INSTRUCTIONSFORTHESF-424C

This sheet is to be used for the following types of applications: (I) “New” (means a new [previously unfunded]
assistance award); (2) “Continuation” (means funding in a succeeding budget period which stemmed from a prior
agreement to fund); and (3) “Revised” (means any changes in the Federal government’s financial obligations or
contingent liability from an existing obligation). If there is no change in the award amount there is no need to complete
this form. Certain Federal agencies may require only an explanatory letter to effect minor (no cost) changes. If you
have questions please contact the Federal agency.

Column a. - If this is an application for a “New”
project, enter the total estimated cost of each of the
items listed on lines I through I6 (as applicable) under
“COST CLASSIFICATIONS.”

If this application entails a change to an existing
award, enter the eligible amounts approved under the
previous award for the items under “COST
CLASSIFICATION.”

Column b. - If this is an application for a ‘Wew”
project, enter that portion of the cost of each item in
Column a. which is not allowable for Federal
assistance. Contact the Federal agency for assistance
in determining the allowability of specific costs.

If this application entails a change to an existing
award, enter the adjustment [ + or (-)] to the
previously approved costs (from column a.) reflected
in this application.

Column c. - This is the net of lines I through I6 in
columns “a.” and “b.”

Line 1 - Enter estimated amounts needed to cover
administrative expenses. Do not include costs which
are related to the normal functions of government.
Allowable legal costs are generally only those
associated with the purchase of land which is
allowable for Fedetal participation and certain services
in support of construction of the project.

Line 2 - Enter estimated site and right(s)-of-way
acquisition costs (this includes purchase, lease, and/or
eaSemUltS).

Line 3 - Enter estimated costs related to relocation
advisory assistance, replacement housing, relocation
payments to displaced pasons and businesses, etc.

Line 4 - Enter estimated basic engineering fees related
to construction (this includes start-up services and
preparation of project performance work plan).

Line 5 - Enter estimated engineering costs, such as
surveys, tests, soil borings, etc.

Line 6 - Enter estimated engineering inspection costs.

Line 7 - Enter estimated costs of site preparation and
restoration which are not included in the basic
construction contract.

Line 9 - Enter estimated cost of the construction
contract.

Line f0 - Enter estimated cost of ofice, shop,
laboratory, safety equipment, etc. to be used at the
facility, if such costs are not included in the
construction contract.

Line If - Enter estimated miscellaneous costs.

Line 12 - Total of items I through I I.

Line 13 - Enter estimated contingency costs. (Consult
the Federal agency for the percentage of the estimated
construction cost to use.)

Line I4 - Enter the total of lines I2 and 13.

Line I5 - Enter estimated program income to be
earned during the grant paiod, e.g., salvaged
materials, etc.

Line 16 - Subtract line IS from line 14.

hem 17 - this block is for the computation of the
Federal share. Multiply the total allowable project
costs from line 16, column “c.” by the Federal
percentage share (this may be up to 100 percent;
consult Federal agency for Fe&al percentage share)
and enter the product on line 17.

SF 4242 (7-97) Bd
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OMB Approved No. 0348-0042

ASSURANCES - CONSTRUCTION PROGRAMS

Kate: Certain of these assurances may not be applicable to your project or program, If you have questions. please contact the
Awarding Agency. Further, certain federal assistance awarding agencies may require applicants to certify to additional
assurances. If such is the case, you will be notified.

As rhe duly authorized representative of the applicant I certify that the applicant:

I.

2.

3.

4.

5.

6.

7.

8.

Has the legal authority to apply for Federal assistance,
and the institutional, managerial and financial
capability (including funds sufticient to pay the non-
Federal share of project costs) to ensure proper
planning, management and completion of the project
described in this application.

Will give the awarding agency, the Comptroller
General of the United States, and if appropriate, the
State, through any authorized representative, access to
and the right to examine all records, books, papers, or
documents related to the assistance; and will establish
a proper accounting system in accordance with
generally accepted accounting standards or agency
directives.

Will not dispose of, modify the use of, or change the
terms of the real property title, or other interest in the
site and facilities without pa-mission and instructions
from the awarding agency. Will record the Federal
intaest in the title of real pmperty in accordance with
awarding agency directives and will include a
covenant in the title of real property acquired in whole
or in part with Federal assistance funds to assure
nondiscrimination during the useful life of the project.

Will comply with the requirements of the assistance
awarding agency with regard to the drafting, review
and approval of construction plans and specifications.

Will provide and maintain competent and adequate
engineering supervision at the construction site to
ensure that the complete work conforms with the
approved plans and specifications and will furnish
progress reports and such other information as may be
required by the assistance awarding agaq or State.
Will initiate and complete the work within the
applicable time frame after receipt of approval of the
awarding agency.

Will establish safeguards to prohibit employees from
using their positions for a purpose. that constitutes or
presents the appearance of personal or organizational
conflict of interest, or personal gain.

Will comply with the Intergovunmcntal Personnel
Act of 1970 (42 U.S.C. $8 47284763) relating to

prescribed standards for merit systems for programs
funded under one of the nineteen statutes or
regulations specified in Appendix A of OPM’s
Standards for a Merit System of Personnel
Administration (5 C.F.R. 900. Subpart F).

9. Will comply with the Lead-Baaed Paint Poisoning
Prevention Act (42 USC 88 4802 et seq.) which
prohibits the use of lead baaed paint in construction or
rehabilitation of residence shuctures.

10. Will comply with all Fed& statutes relating to non-
discrimination. These include but arc not limited to:
(a) Title VI of the Civil Rights Act of 1964 (P.L. 88-
352) which prohibits discrimination on the basis of
race, color or national origin; (b) Title 1X of the
Education Amendments of 1972. as amended (20
U.S.C. $0 1681-1683, and 16851686) which prohibits
discrimination on the basis of sex; (c) Section 504 of
the Rehabilitation Act of 1973, as amended (29 U.S.C.
4 794) which prohibit discrimination of the basis of
handicaps; (d) the Age Discrimination Act of 1975, as
amended (42 U.S.C. 90 6101-6107) which prohibits
discrimination on the baais of age; (e) the Drug Abuse
O!Tiec and Treatment Act of 1972 (P.L. 93-255). as
amended, relating to non-discrimination on the basis
of drug abuse; (f) the Comprehensive Alcohol Abuse
and Alcoholism Prevention, Treatment and
Rehabilitation Act of 1970 (P.L. 91616). as amended,
relating to nondiscrimination on the basis of alcohol
abuse or alcoholism; (g) $4 523 and 527 of the Public
Health Service Act of 1912 (42 U.S.C. 290 dd-3 and
290 ee-3). as amended, relating to confidentiality of
alcohol and drug abuse patient rtcords; (h) Title
VIII of the Civil Rights Act of 1968 (42 U.S.C. 8
3601 et seq.), as amended, relating to non-
discrimination in the sale, rental or financing of
housing; (I) any other nondiscrimination
provisions in the specific statute(s) under which
application for Federal assistance is being made,
and (j) the requirements on any other non-
discrimination Statute(s) which may apply to the
application.

Smndad Form 424D (7-97)
Pmaibai by OMB Gcular A-102
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I I. Will comply. or has already complied. with the
requirements of Titles II and III of the Uniform
Relocation Assistance and Real Property Acquisition
Policies Act of 1970 (P.L. 91-646) which provides for
fair and equitable treatment of persons displaced or
whose property is acquired as a result of Federal and
federally assisted programs. These requirements
apply to all interests in real property acquired for
project purposes regardless of Federal participation in
purchases.

12. Will comply with the provisions of the Hatch Act (5
USC. $0 1501-1508 and 7324-7328) which limit the
political activities of employees whose principal
employment activities are funded in whole or in part
with Federal funds.

13. Will comply, as applicable, with the provisions of the
Davis-Bacon Act (40 U.S.C. $5 276a to 276a-7), the
Copeland Act (40 USC. 5 276~ and I8 U.S.C. 8 874).
the Contract Work Hours and Safay Standa& Act
(40 U.S.C. #$ 327-333) regarding labor standards for
federally assisted construction subagreements.

14. Will comply with the flood insurance purchase
requirements of Section 102(a) of the Flood Disaster
Protection Act of 1973 (P.L. 93-234) which requires
recipients in a special flood hazard area to participate
in the program and to purchase flood insurance if the
total cost of insurable construction and acquisition is
$10,000 or more.

15. Will comply with environmental standards which may
be prescribed pursuant lo the following: (a) institution
of environmental quality control measures under the
National Environmental Policy Act of 1969 (P.L. 9l-
190 )  and  Execut ive  Order  (EO)  I 1514; (b )
Environmental Policy Act of I%9 (P.L. 9 I - 190) and

Executive Order (EO) 11514; (b) notification of
violating facilities pursuant lo EO 11738; (c)
protection of wetlands pursuant to EO 11990; (d)
evaluation of tlood hazards in floodplains in
accordance with EO I 1988; (e) assurance of project
consistency with the approved State management
program developed under the Coastal Zone
Management Act of 1972 (I6 U.S.C. $41451 et seq.);
(f) conformity of Federal actions to State (Clean Air)
Implementation Plans under Section 176(c) of the
Clean Air Act of 1955. as amended (42 U.S.C. $ 7401
et seq.); (g) protection of undaground sources of
drinking water unda the Safe Drinking Wata Act of
1974, as amended, (P.L. 93-523); and (II) protection of
endangered species under the Endangered Species Act
of 1973, as amended, (P.L. 93-205).

16. Will comply with the Wild and Scenic Rivers Act of
1968 (I6 U.S.C. 96 1271 et seq.) related to protecting
components or potential components of the national
wild and scenic rivers system.

17. Will assist the awarding agency in assuring
compliance with Section I06 of the National Historic
Preservation Act of 1966, as amended (I6 U.S.C.
470). EO II593 (identification and preservation of
historic properties), and the Archaeological and
Historic Preservation Act of 1974 (16 U.K. 469a-I

et seq.).

18. Will cause to be performed the required financial and
compliance audits in accordance with the Single Audit
Act of 1984.

19. Will comply with all applicable raquiranents of all
otha Federal laws, Executive Orders, regulations and
policies governing this program.

SIGNATURE OF AUTHORIZED CERTIFYING OFFICIAL TITLE

APPLICANT ORGANIZATION DATE SUBMI-ITED

SFIMD  (7-97) But
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INSTRUCTIONS FOR SF-424E

BOATING SAFETY PROGRAM NARRATIVE

Prepare the Program Narrative in accordance with the following instructions.

1. OBJECTIVES AND NEED FOR THIS ASSISTANCE.

Pinpoint boating safety and related problems in your State that require a solution.
Examples: Increase in accidents/fatalities attributed to increase in boating population,
high-speed boats, not wearing PFD’s,  etc. Demonstrate the need for the assistance and
state the principal and subordinate objectives of your State program for the Fiscal Year.
Include relevant data based on studies.

2. RESULTS OR BENEFITS EXPECTED.

Identify the results and benefits you expect to achieve if the objectives are met. Provide a
description of your State boaters, how your resources will be used, and the benefits your
State boaters may expect.

3. APPROACH.

a. Provide details on planned actions, alternatives and milestones to reach a
solution to the problem of each boating safety program function/activity identified in the
budget. Briefly describe what you hope to accomplish this Fiscal Year and toward
resolving long-range problems and issues.

b. Provide for each program function/activity a quarterly quantified projection
of the accomplishments to be achieved, such as number of boaters attending a safety
course, number of boats inspected, etc., and how the Federal funds will be used to
accomplish the desired results. Accomplishments that cannot be quantified, should be
listed in chronological order to show schedule of desired results and target dates.

c. Identify data to be collected and maintained and describe the criteria to be
used to evaluate the results and success of the program. Explain the methodology to be
used to determine whether the needs identified above are being met.

d. List other State agencies, boating organizations, and other benefactors and a
description of their efforts or contributions to the State boating program.

4. GEOGRAPHIC LOCATION.

For public access projects, give the precise location of the site, the area to be served by the
project, and include maps or other graphic aids.

Exhibit 4- 10
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&R&FREE WORKPLACE ACT CERTIFICATlOh’
(Boating Safety Grant - CFDA No. 20.005)

STATE/TERRITORY OF

The
(Agency)

continue to provide a drug-t% workplace by:

certifies that it will establish and

(a) Publishing a statement notifying employees that the unlawful manufacture, distribution. dispensing, possession, or
use of a controlled substance is prohibited in the Applicant’s workplace and specifying actions that will be taken
against employees for violation of such prohibition.

(b) Establishing an ongoing drug-free awareness program to inform employees about -

( I) The dangers of drug abuse in the workplace;
(2) The Applicant’s policy of maintaining a drug-free workplace;
(3) Any available drug counseling, rehabilitation, and employee assistance programs; and
(4) The penalties that may be imposed upon employcts for drug abuse violations occurring in the workplace.

(c) Making it a requirement that each employee to be engaged in the performance of the grant or cooperative agreement
be given a copy of the statement required by paragraph (a).

(d) Notifying the employee in the statement required by pamgraph (a) that, as a condition of employment under the
grant or cooperative agreement, the employee will -

( 1) Abide by the terms of the statement; and
(2) Notify the employer in writing of his or her conviction for a violation of a criminal drug statute occurring in

the workplace no later than five calendar days after such conviction.

(e) Notifying the Federal agency in writing, within ten calmdar days afta receiving notice under subparagraph (d)(2)
from an employee or otherwise- receiving actual notice of such conviction. Employers of convicts-i employcts must
provide notice, including position title, to every project officer or other designee on whose project activity the
convicted employee was working. Notice shall include the identification number(s) of each affected grant or
cooperative agreement.

(f) Taking one of the following actions, within 30 calendar days of receiving notice under subparagraph (d)(2), with
respect to any employee who is so convicted -

(1) Taking appropriate pa-so~el  action against such an employee, up to and including termination, consistent
with the requirement of the Rehabilitation Act of 1973, as amended; or

(2) Requiring such anployec to participate satisfactorily in a drug abuse assistance or rehabilitation program
approved for such purposes by a Federal, State, or local health, law enforcement, or other appropriate agency.

(g) Making a good faith effort to continue to maintain a drug-free workplace through implementation of paragraphs (a),
(W, (4 (4, W and 0-I.

Agency

Name and Tltlc of Authorized Representrtive

SlgO8tUlW D8tc

Exhibit 4-11
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CERTIFICATION REGARDING LOBBYING
(Boating Safety Grant - CFDA No. 20.005)

STATE/TERRITORY OF

The undersigned certifies, to the best of his or her knowledge and belief, that:

(1) No Federal appropriated funds have been paid or will be paid, by or on behalf of the
undersigned, to any person for influencing or attempting to influence an officer or employee of any agency,
a Member of Congress, an offtcer or employee of Congress, or an employee of a Member of Congress in
connection with the awarding of any Federal contract, the making of any Federal grant, the making of any
Federal loan, the entering into of any cooperative agreement, and the extension, continuation, renewal,
amendment, or modification of any Federal contract, grant, loan, or cooperative agreement.

(2) If any funds other than Federal appropriated funds have been paid or will be paid to any
person for influencing or attempting to influence an officer or employee of any agency, a member of
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection with
this Federal contract, grant, loan, or cooperative agreement, the undersigned shall complete and submit
Standard Form-LLL, “Disclosure Form to Report Lobbying”, in accordance with its instructions.

(3) The undersigned shall require that the language of this certification be included in the award
documents for all subawards at all tiers (including subcontracts, subgrants, and contracts under grants,
loans, and cooperative agreements) and that all subrecipients shall certify and disclose accordingly.

This certification is a material representation of fact upon which reliance was placed when this
transaction was made or entered into. Submission of this certification is a prerequisite for making or
entering into this transaction imposed by section 1352, Title 3 1, U.S. Code. Any person who fails to file
the required certification shall be subject to a civil penalty of not less than $10,000 and not more than
f 100,000 for each such failure.

AGENCY

NAME AND TITLE OF AUTHORIZED REPRESENTATIVE

Exhibit 4- 12
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DISCLOSURE OF LOBBYING ACTIVITIES
Complete this form lo disclose lobbying activities pursuant to 31 USC. 1352

(See reverse for public burden disclosure.)

Approved by OMB

0348-0046

c. cooperative agreemenl

d. loan

e. loan guarantee

b. initial award

c. post-award

b. material change

For Material Change Only:

date of last report

Tier , if known :

CFDA Number, H applicable:

(if individual. last name, first name, MI): dffferwl  from No. 1Oa
(/a9 name, first name, MI):

Exhibit 4-l 3
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INSTR~‘<‘TIONS  FOR C’OMPI.ETION  OF SF-I.I.I..  DIS(‘I.OSt~RE OF I.OBBYIN<; A<TIVITIES

l‘hrs drsclosure torm shall be completed by the reportmg enttty. whether subawardee or prrme Federal reciprent.  at the inmatron or recetpt of a covered
Federal actmn. or a material change to a previous tilmg. pursuant to title 3 I I! SC section 1352 The lilinp of a form is required for each payment or
a8recment  to make payment IO any lohbymg entity for intluencmg or attemptmg to mfluence an offtccr or employee of any agency, a Member of Congress.
an offtcer or employee of Congress, or an employee of a Member of Congress in connection with a covered Federal action. Complete all items that apply for
hoth the initial tiling and material change report. Refer to the implementing guidance published by the Oflice of Management and Budget for additional
information

I

2

3.

4.

5.

6.

7.

8.

9.

IO

I I

Identify the type of covered Federal action for which lobbying activity is and/or has been secured to influence the outcome of a covered
Federal action

Identify the status of the covered Federal action

Identify the appropriate classificatton of this report. If this is a followup report caused by a material change to the information previously
reported, enter the year and quarter in which the change occurred. Enter the date of the las~ previously submitted report by this reporting entity
for this covered Federal action.

Enter the full name, address, city, State and zip code of the reporting entity. Include Congressional District, if known. Check the appropriate
classification of the repotting entity that designates if it is, or expects to be, a prime or subaward recipient. Identify the tier of the subawardee.
e.g., the firs1 subawardee of the prime is the I’ tier. Subawards include but are not limited IO subcontracts, subgrants and contract awards
under grants.

If the organization filing the report in item 4 checks “Subawardee.” then enter the full name, address, city, State and zip code of the prime
Federal recipient. Include Congressional District, if known.

Enter the name of the Federal agency making the award or loan commitment. Include at least one organizational level below agency name, if
known. For example, Department of Transportation. United States Coasl Guard.

Enter the Federal program name or description for the covered Federal action (item I). If known, enter the full Catalog of Federal Domestic
Ass~stnnce (CFDA) number for grants, cooperative agreements, loans, and loan commitments.

Enter the most appropriate Federal identifying number available for the Federal action identified in item I (e.g.. Rquest for Proposal (RFP)
number; Invitation for Bid (IFB) number; gram announcement number; the contract, grant, or loan award number; the application/proposal
control number assigned by the Federal agency). Include pretixes.  e.g.. “RFP-DE-90-001.”

For a covered Federal action whem there has been an award or loan commitment by the Federal agency, enter the Federal amount of the
award/loan commitment for the prime entity identified in item 4 or 5.

(a) Enter the tidl name, address, city, State and zip code of the lobbying registrant under the Lobbying Disclosure Act of 1995 engaged by the
reporting entity identified in item 4 IO influence the covesed Federal action.

(b) Enter the full names of the individual(s) performing setvices. and include full address if different from IO (a). Enter Last Name. First
Name, and Middle Initial (Ml).

The certifying offtcial shag sign and date the form, print his/her name, title. and telephone number.

According to the Pttpawork Reduction Act, as amended, no persons are required to respond to a collection of information unless it displays a valid
OMB Control Number. The valid OMB control number for this information collection is OMB No. 0348XtO46. Public reporting burden for this
collection of information is estimated to average IO minutes per response. including time for reviewing instructions. searching existing data
sources, gathering and maintaining the data needed, and completing and reviewing the collection of information. Send comments regarding the
burden estimate or any other aspect of this collection of infonnation, including suggestions for reducing this burden, to the Office of Management
and Budget. Paperwork Reduction Project (0348-0046). Washington, DC 20503.
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DISCLOSURE OF LOBBYING ACTIVITIES Approved by OMH 03484046

CONTINUATION SHEET
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CHAPTER 5 - PROCUREMENT

5.1 Puroose.  This Chapter supplements the basic administrative requirements of 49
CFR 18.36 [Enclosure (7)] related to the procurement of property and/or services
under the RBS program.

5.2 Auulicabilitv and ScoDe. This Chapter is applicable, in general, to the procedures
for procurement of property and services under the State RBS program.

5.3 Procurement Procedures. When procuring property and services under a grant, a
State will follow the same policies and procedures it uses for procurements from its
non-Federal funds. The State will ensure that every purchase order or other contract
includes any clauses required by Federal statutes and executive orders and their
implementing regulations.

5.4 Contract Provisions. Any clauses or conditions required by Federal statutes and
Executive Orders and their implementing regulations must be included in any
contract or purchase order.

a. No amount of any grant made by a Federal agency shall be used to finance the
acquisition of goods or services (including construction services) unless the
recipient of the grant agrees, as a condition for the receipt of such grant, to -

(1) Specify in any announcement of the awarding of the contract for the
procurement of the goods and services involved (including construction
services) the amount of Federal funds that will be used to finance the
acquisition; and

(2) Express the amount announced pursuant to paragraph (1) as a percentage of
the total costs of the planned acquisition.

b. The requirements of subsection (a) shall not apply to a procurement for goods or
services (including construction services) that has an aggregate value of less than
$500,ooo.

5.5 Reswnsibilities. The State is responsible for:

a. The settlement of administrative issues (source evaluation, protests, disputes and
claims) resulting from State procurement actions without recourse to the Federal
Government.

b. The supervision and inspection of services, materials, supplies and construction
provided under contract, purchase order, or agreement to ensure compliance with
stipulations, specifications, or conditions.

c. The maintenance of records for detailed documentation of procurement.

5-l



NOTE: As required by Section 6002 of the Resource Conservation and Recovery
Act (42 U.S.C. 6962), States purchasing more than $10,000 worth of a
particular Environmental Protection Agency (EPA) designated product in a
year, and using some Federal funds for these purchases, are required to
establish an Affirmative Procurement Program (APP) for those particular
products. The APP must include the following four elements: (1) a
preference program; (2) a promotion program; (3) estimation, certification,
and verification procedures; and (4) procedures for annual review and
monitoring. A current list of EPA designated products and additional
information on the EPA’s Comprehensive Procurement Guideline (CPG)
program can be found at the following web site:
http://www.epa.rov/epaoswe~/non-hw/r>rocu~elp~oducts.htnl

Further information on RCRA’s applicability to grants can be found in the
following publications: OMB Circular A-102, located at web site:
l~ttp://www.whitehouse.~ov/on~b/ci~cula~-s/index.htmI and Department of
Transportation (DOT) Order 4600.17A, located at web site:
http://www.dot.gov/ost/m60/granr/l-egs.htm
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CHAPTER 6 - REPORTING AND RECORDS RETENTION

6. I Purpose. This Chapter provides guidance on the maintenance of records and the
completion and submission of financial reports for State RBS program expenditures
under 46 U.S.C. 13 105 and 13 106 [Enclosure (5)] and of other reports required of the
States for the RBS program. Exhibit 6-l is a schedule of reports and their due dates.

6.2 Applicability and Scope. The guidance provided in this Chapter is applicable to
reporting and records retention for Federal financial assistance for State RBS
programs administered by the U.S. Coast Guard. The material is a summary of the
requirements of the regulations in 49 CFR 18.41 and 18.42 [Enclosure {7)] and 33
CFR Parts 173 and 174, [Enclosure (6)] and is not intended to supersede any existing
laws and regulations.

6.3 Responsibility. Under 46 U.S.C. 13 102 [Enclosure (5)], the designated State
authority or agency shall submit required reports in the form prescribed by the
USCG. States participating in the RBS program are responsible for managing the
day-to-day operations of grant and subgrant activities as required under 49 CFR
18.40 [Enclosure (7)]. States must monitor each program fimction or activity to
ensure compliance with applicable Federal requirements and that performance goals
are being achieved.

6.4 Financial Reports. The designated State authority or agency shall submit financial
reports in accordance with the requirements in 49 CFR 18.41 [Enclosure (7)J.

a. Financial Status Report. Standard Form 269 (Long Form) or Standard Form
269A (Short Form) is used to report the State’s RBS program outlays. Exhibits
6-2 and 6-3 are copies of the prescribed forms and the instructions for their
completion.

(1) An SF-269 or SF-269A for each function/activity of a State’s RBS program is
required to be submitted to the Program Administrator not later than 30 days
after the end of each quarter. A final report shall be submitted within 90 days
after the end of the FY. The SF-269 should be prepared on a cash basis.

(2) The USCG will use the SF-269 or SF-269A to monitor program outlays to
ensure that goals for the program activities are achieved.

(a) Program outlays must be allowable State RBS expenditures under 46
U.S.C. 13105(a) and 13106(b) [Enclosure(S)] and meet the requirements
of OMB Circular A-87 [Enclosure (8)]. RBS outlays reported on the SF-
269 or SF-269A must occur during the period covered by the report.
Subject to the amount of Federal funds available, States shall determine
the Federal share of total program outlays reported for the period.

(b) The Federal share cannot exceed one-half of the total program outlays.
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6.4.a (3) Only actual State outlays from line 10.b of the SF-269 or SF-269A will be
considered for purposes of computing allocations under 46 U.S.C.
13 103(a)(3). Any unliquidated obligations remaining when the final SF-269
or SF-269A for the FY is submitted shall be carried forward and added to any
unobligated funds shown in columns (c) and/or (d) of Section A, SF-424A
(Budget Information), of the State’s application for the next FY.

(4) Amounts authorized by the Financial Agreement but not expended at the end
of the FY are unobligated Federal funds that shall be carried forward as part of
the next FY program.

b. State Boating Safety Propram Expenditures. The State Boating Safety
Program Expenditures [Exhibit 6-41 is a supplemental report form. This form
was developed for States to report expenditures by object class (the same way the
proposed budget is broken down in Section B of the SF-424A) and enables
comparison of actual program outlays to what was projected in the States’
applications.

(1) This form does not have an OMB approval number and submission is
voluntary.

(2) Exhibit 6-4 contains instructions on how to complete the supplemental report.

c. Request for Advance or Reimbursement. Standard Form 270 [Exhibit 6-51 is
used to request payment of the Federal share of program outlays. Normally, the
SF-270 should be submitted with the SF-269 or SF-269A to request
reimbursement of the Federal share of program outlays for the corresponding
quarter. An advance of Federal funds may be authorized on a case-by-case basis
when a State justifies the need.

(1) Whether requesting reimbursement or an advance, the State shall determine
the frequency for submitting the SF-270. However, requests may not be
submitted more than monthly.

(2) Exhibit 6-5 contains instructions on how to complete the SF-270.

d. Federal Cash Transactions Report. Standard Form 272 is required only when
Federal funds are advanced to the State. When the Federal payment is a
reimbursement to the State for the Federal share of program outlays, a Federal
Cash Transaction Report is not required. Exhibit 6-6 is a copy of the SF-272 and
the instructions for its completion.

(1) A State that receives an advance of Federal funds must submit a Federal Cash
Transaction Report no later than 15 days after the end of each quarter until the
amount advanced has been totally expended.
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6.4.d (2) The SF-272 will be used to ensure that the State is in compliance with cash
management requirements.

6.5 Performance Report. The annual Performance Report should accompany the final
Financial Status Report (SF-269 or SF-269A) and must be submitted within 90 days
after the end of the FY. The Performance Report will contain brief information on
the following:

a. A comparison of actual accomplishments to the objectives established for the
period in the Program Narrative submitted with the application for the FY.

b. The reasons for slippage if established objectives were not met.

c. Additional pertinent information including, when appropriate, analysis and
explanation of cost variances.

6.6 Certification of Numbered Vessels. One-third of a State’s allocation of Federal
financial assistance is based on the number of vessels numbered in that State in ratio
to the number of vessels numbered in all eligible States. Not later than 3 1 January of
each year, the State must submit a “Certification of Numbered Vessels” [Exhibit 6-71
to report the number of current State Certificates of Number outstanding as of 3 1
December of the preceding year. Only vessels that are validly numbered in
accordance with Federal requirements in 33 CFR Parts 173 and 174 [Enclosure (6)]
can be counted for purposes of the allocation. The certification should not include
documented vessels, vessels that are exempted from display of the State-issued
number, or numbers issued to manufacturers or dealers. The State should ensure that
lapsed registrations are purged and that only active files are counted for purposes of
the certification.

NOTE: The “Report of Certificates of Number Issued to Boats” (CGHQ-3923)
[Exhibit 6-81, which is due 1 March of each year, will continue to be used to compile
statistical data on vessels for other RBS purposes. In addition to vessels numbered in
accordance with Federal requirements, a State may use the “Comments” section of
CGHQ-3923 to reflect documented vessels that are required to be registered in the
State and vessels that are issued Certificates of Number but are exempted from
display of the State-issued number.

6.7 Boating Accident Report. In accordance with 33 CFR Parts 173 and 174, a Boating
Accident Report [Exhibits 6-9 and 6-10, or comparable State form] must be filed
whenever an accident results in loss of life or disappearance fkom a vessel; an injury
that requires medical treatment beyond first aid; or property damage in excess of
$2,000 or complete loss of the vessel. States are required to forward copies of the
reports or electronically transmit report data to the USCG within 30 days of their
receipt of the report. The report data forwarded to the USCG is entered into the
national database of recreational boating accident statistics.
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6.8 Audit Reports. The Single Audit Act of 1984 (31 U.S.C. 7501-70) requires States
that receive $100,000 or more a year in Federal funds to have an audit made for that
year. OMB Circular A-l 33 [Enclosure (9)] provides Federal requirements for
implementation of the Single Audit Act.

a. Frequency. Audits will be made annually unless the State has a constitutional or
statutory requirement for less frequent audits. For those States, the USCG will
permit biennial audits.

b. Scope of Audit. The Single Audit Act provides that:

(1) The audit shall be performed by an independent auditor in accordance with
generally accepted government auditing standards for financial and compliance
audits.

(2) The audit shall cover the entire operations of a State or, at its option, may cover
departments, agencies or establishments that received, expended, or otherwise
administered Federal financial assistance during the year.

c. Program Compliance Requirements. Program compliance requirements and
special audit procedures for the State RBS program are contained in Appendix (B)
to OMB Circular A-l 33. This document is available from the Government
Printing Office, Superintendent of Documents, Washington, DC 20402-9325.

d. Submission of Audit Reports. A copy of the RBS program audit report must be
submitted by the State to the Program Administrator. In addition, the State shall
provide its comments on the findings and recommendations in the audit report,
including a plan for any corrective actions taken or proposed.

6.9 Retention and access requirements for records. All financial and programmatic
records, supporting documents, statistical records, and other State records that are
required in support of the RBS program must be maintained for three years following
the date of the final Financial Status Report for the grant period.

a. Copies made by microfilming, photocopying, or electronic methods may be
substituted for the original records.

b. Access to records shall be provided to the USCG, the DOT Inspector General, and
the Comptroller General of the United States, or any of their authorized
representatives. Unless required by Federal, State or local law, grantees are not
required to permit public access to their records.

c. Retention and access requirements are further defined in 49 CFR 18.41
[Enclosure (7)].
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SCHEDULE OF REPORTS AND DUE DATES

FINANCIAL REPORTS

Standard Form

Financial Status Report
SF-269 (Long Form) or
SF-269A (Short Form)
(REV 7-97)

‘State Boating Safety Program
Expenditures (Not OMB approved)

I Frequency Period Covered 1 Due Date

Qllarterly lOlOl/FY-12/31/FY 0113lNR
and 01101/FY-03/31/FY 04130NR

Annually 04/011FY-O6/3O/FY 07131 NR
(Final Report) 07/Ol/FY-O9/3O/FY lOl3lNR

10101 IFY-o9/3O/FY 12l31NR

I I I

*Supplemental form to the SF-269A. Developed for States to report expenditures by object class.

Request for Advance or
Reimbursement
SF-270 (REV 7-97)

Not more than
Monthly

As stated on report

‘Federal Cash Transactions Quarterly Same as for SF-269 15 days
Report after and of
SF-272 (REV. 7-97) quarter

‘SF-272 is used only If funds are pald in advance. If RBS grants are paid on a reimbursement basis, this form
is not used.

NON-FINANCIAL REPORTS

Application for Federal Asslstance Annually 04101 IFY

Performance Report Annually 101011FY-09/30/FY 12/31lFY1
Cartiftcation of Numbered Vessels Annually Ol/OlNR-12l31NR 01131NR-1
Report of Cartificates of Number
Issued to Boats

Annually OllOlNR-12l31NR 03701 NR

I

Boating Accldant Report whenever an accident results in:
Loss of life 01 dlsappaaranca from a
vessel; an injury which raqulras medical
treatment beyond first ald: or property
damage In excass of $500 or complete
loss of the vessel.

Withln
30 days

of
report to

State

FY = Federal Fiscal Year YR = Calendar Year
I

Exhibit 6-1
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FINANCIAL STATUS REPORT
(Long Form)

( Fottow instructions on the beck)

From: (Monlh.  Day.  Year) To (Month. Day. Year) From: (Month. Day.  Year) To: P.4onv1.  Day. Year)

Reviour l3tlhl  uubk

NSN 7540614124285

269-104

Exhibit 6-2

 Form 280 (Rev. 7-97)

Pmaalbsd by OMB circu)m A-102 and A-l 10
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FINANCIAL STATUS REPORT
(Long Form)

Pubk reporting burden for thus collectlon of information IS estimated lo everaw 30 minutes per response, including time for rewewing instn.Mions, searching existing data
sources, gathenng and maintaining the data needed, and completing and reviewing the collectlon of information. Send comments regarding the burden estimate or any
other aspect of thus collection of information, Including suggestions lor reducing this burden, to the Office of Management and Budget, Paperwork  Reduction Project
(0348-0039).  Washington. DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.

Please type or print legibly. The following general Instructions explain how to use the form itself. You may need addltlonal InfonaUon to complete
certain items correctly, or to d&de whether a specific item is applicable to this award. Usually, such information will be found in the Federal
agency’s grant regulations or in the terms and conditions of the award (e.g., how to calculate the Federal share, the permissible uses of program
income, the value of in-kind contributions, etc.). You may also contact the Federal agency directly.

Item Entry Item Entry

I, 2, and 3. Self-explanatory.

4.

5.

6.

7.

R.

9.

IO.

Enter the Employer Identification Number (EM) assigned by
the U.S. lntornal Rcvcnuc Sorvicc.

Space rcscrvod for an account number or other identifying
number assigned by the rmipiont.

Check yes only if this is the last roport for the period shown in
item 8.

Self*xplanatoty.

Unless you have rcccivcd other instructions from the awarding
agency, enter the beginning and ending dates of the current
funding period. If this is a multi-year ptogtam. the Faiotal
agency might require cumulative repotting through consautive
funding periods. In that case. enter the beginning and ending
dates of the grant period, and in the rest of thcsc instnrctions,
substitute the term “grant period” for “timding period.”

Self-explanatory.

The purpose of columns I, Il. and III is lo show the effect of
this reporting period’s transactions on cumulative financial
status. The amounts entered in column I will normally be the
same as those in column Ill of the previous report in fhe sqfne
/inding period. If this is the first or only mTx~rf of the funding
period, leave columns I and II blank. If you noed to adjust
amounts cnlcred on prwious rcporta, footnote the colutnn I
entry on this report and attach an explanation.

IOa. Enter total gross program outlays. Include disbumcmcn tsofcash
tcalizai as program income if that income will also ba shown on
lines IOc or log. Do nol include progmm income that will bc
shown on lines I Or or I OS.

For toports propared on a cash basis, outlays arc the sum of
actual cash disbumments for direct costs for goods and
scrviccs, the amount of indirect cxpcnsc chargut. the value of
in-kind contributions applied. and the amount of cash advances
and payments made to subrecipients. For reports prepared on an
accrual basis, outlays are the sum of actual cash disbumomonts
for direct chatgcs for goods and sctviccs, the amount of indirect
cxpcnsc incurred, the value of m-kind contributions applied. and
the net incrcasc or decrease in the amounts owed by the
recipient  for goods and other propetty rccoivai, for services
performed by employees. contractors, subgrantees  and other
payccs, and other amounts becoming owed under programs for
which no current services or pcrformanccs arc required, such as
annuities, insurance claims, and other benefit payments.

lob. Enter any receipts related to outlays reported on the form that
arc being ~reatalas a mduction of exponditurc rather than

IOC.

Note:

IOk.

101.

IOm.

IOn.

Ila.

Ilb.

I Ic.

I Id.

I le.

Note:

income, and wcrc not already ncttcd out of the amount shown as
outlays on line IOa.

Enter the amount of program income that was used in
accordance with the deduction altomative.

Program income used in accordance with ocher altomativcs is
enterat on lines q, r. and s. Recipienta repotting on a cash basis
should cnta the amount of cash income rccoived; on an accrual
basis, ontcr the program income. amod. Program income may
or may not have been inch&d in an application budget &or a
budgot on the award document. If actual income is from a
different source or is significantly different in amount, attach an
explanation or use the mmatka section.

c, f, g. h, I and j. Self-cxplanatoty.

Enta the total amount of unliquidatod obligations, including
unliquidatcd obligations to subgmntcu and contmctors.

Unhquidatal obligations on a cash basis are obligations
incurred. but not yet paid. On an accnrrl  basis, they zm
obligations incurmd. but for which an outlay has not yet boon
ITCOldCd.

Do not include any amounts on line I Ok that have been inch&d
on lines IOa and IOj.

On the final report, line IOk must be zero.

Self-explanatory.

On the final toport. line I Om must alao be zero.

0, p. q, r, 8 and 1. Sclf-cxplanatoty.

sclfutplMatory.

Enter the indirect cost rate in offoct during the reporting period.

Enter the amount of the baao against which the rate was applied.

Enta the total amount of indirect costs chargod during the
rqxnl period.

Enter the F&ral share of the amount in I Id.

If more than one rate was in effect during the period shown in
itan 8, attach a schedule showing the baaos against which the
difforcnt rates were applied, the rcapcctiw rates. the calendar
periods they wore in effect. amounts of indirect oxpcnsc charged
to the project. and the F&r-al share of indirect expense charged
to the project to date.

SF-269 Back(Rev. 7-97)
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FINANCIAL STATUS REPORT
(Short Form)

(Follow instructions on the back)
1. Federal Agency and Organizational Element 2. Federal Grant or Other ldentlfying Number Assigned

to Which Report is Submrtted By Federal Agency

OMB Approval Page of

No.

03404030

paws
3. Recipienl Organization (Name and complete address, including ZIP code)

4. Employer Identification Number

6. Funding/Grant Period (See inafruct/ons)

From: (Month, Day, Year)

5. Recipknt Account Number or ldenUfylng Number 6. Final Report

0 Yes q No
9. Period Covered by this Report

To: (Month, Day, Year) From: (Month. Day, Year)

7. Bask

0 Cash 0 A c c r u a l

To: (Month. Day, Year)

10. Transactions:

a. Totaloutlays

I

Prevbusly

RW

II Ill

ThlS CVnulruVe
Pti

b. Recipient share of outlays

c. Federal share of outiays

d. Total unllqutdated obligations

e. Recipient sham of unl@.ridated obIbatlons
I I I I

f. federal sham of unliquldated OMbauOnS

0, TotalFederalshare(Surndf(nescandQ

h. Total Federal funds aulhorked fw this fundlng period

I. lhbligated lmbnca of Federal funds (Une h mlnua line 0)

I I I
a. Type of Rate (Place X in a- box)

11. Indirect El PrwhloMl 0 Pmdatemllnad Cl FiMl cl FIXad

GwJm b. Rate c. Base d .  ToUAmount e .  FederalShare

12. Remarks: Attach any exptanafions deemed neces~ of Mum.st&n nsqu&ed by Federd sponsoMg wncy h conptiance with gowmtng

tegistatbn.

13. Certificatkw  Icertltytothr~tolmyk~andklMtMthlsr~hcomctandcompktr~tMall~~

unllquklatad obtigaUona am for tha purposaa aal forth in tha award documanta.

Typed or Printed Name and Title Telephom(Amacode,numberandextedon)

Slgnatum of Aulhorked Cwttfying Offlclal Date Report submnted

NSN 7540-01-2104387 26%202
Exhibit 6-3

Standard Form 26BA (Rev. 7-97)

Prescdbed by OMB Clnxtars A-102 and A-l 10
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FINANCIAL STATUS REPORT
(Short Form)

Public reporting burden for this collection of information is estimated to average 90 minutes per response, including time for reviewing instructions,
searching existing data sources, gathering and maintaining the data needed. and completing and reviewing the collection of information. Send
comments regarding the burden estimate or any other aspect of this collection of information, including suggestions for reducing this burden, to the
Office of Management and Budget. Paperwork Reduction Project (0348-0038). Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

Please type or print legibly. The following general instructions explain how to use the form itself. You may need addltlonal information to complete
certain items correctly, or to decide whether a specific item is applicable to this award. Usually, such information will be found in the Federal
agency’s grant regulations or in the terms and conditions of the award. You may also contact the Federal agency directly.

Item Entry Item Enay

1,2.

4.

5.

6.

7.

8.

9.

IO.

10a.

and 3. Self-explanatory

Enter the Employer Identification Number (EIN) assigned
by the U.S. lntcrnal Revenue Service.

Space reserved for an account number or other identifying
number assigned by the recipient.

Check yes only if this is the last report for the period shown
in item 8.

Self-explanatory.

Unless you have received otha instructions from the
awarding agency, enter the beginning and ending dates of
the current funding period. If this is a multi-year program,
the F&ml agency might require cumulative reporting
through consecutive funding puiods. In that case, mtcr the
beginning and ending dates of the grant period, and in the
rest of these instructions, substitute the term “grant period”
for “funding period.”

Self-explanatory.

The purpose of columns I, 11, and III is to show the effect
of this reporting period’s transactions on cumulative
financial status. The amounts entered in column 1 will
normally bc the same as those in column III of the previous
report in the sumefirndingperiod If this is the first or only
report of the funding period, Icave columns I and II blank.
If you need to adjust amounts entered on previous reports,
footnote the column I entry on this report and attach an
explanation.

Enter total program outlays less any rcbatcs. refunds, or
other credits. For reports prepared on a cash basis, outlays
are the sum of actual cash disbursements for direct costs for
goods and services, the amount of indirect expcnsc chargcd,
the value of in-kind contributions applied, and the amount
of cash advances and payments made to subrecipients. For
reports prepared on an accrual basis, outlays arc the sum of
actual cash disbursements for direct charges for goods and
scrviccs. the amount of indirect expense incutred, the value
of inkind contributions applied, and the net increase or
dccrcasc in the amounts owed by the rccipicnt for goods

I Ob.

I oc.

IOd..

IOe.

I la.

I lb.

On the final report, line IOd must bc zero.

f, g,h, and i. Self-explanatory.

Self-explanatory

Enter the indirect cost rate in &ect during the reporting
period.

I Ic. Enta the amount of the base against which the rate was
applied.

Ild. Enta the total amount of indirect costs charged during the
reportpefiod.

I le. Enter the Falcral share of the amount in 1 Id.

Note: If more than one rate was in effect during the period shown
in item 8, attach a schedule showing the bases against which
the diffcrcnt ratca were applied. the rcepcctive rates, the
calendar paiods they were in effect, amounts of indirect
expense charged to the project, and the Federal share of
indirect expense charged to the project to date.

and other property received, for services pa-formed by
employees, contractors, subgrantees and other payces, and
otha amounts becoming owed under programs for which
no current scrviccs or pcrfotmanccs arc rcquircd, such as
annuities, insurance claims, and other bcncf’it payments. b

Self-explanatory.

Self-explanatory.

Enter the total amount of unliquidated obligations,
including unliquidatcd obligations to s&grantees and
wntractors.

Unliquidatcd obligations on a cash basis are obligations
incur& but not yet paid. On an accrual basis, they arc
obligations incurrui, but for which an outlay has not yet
been reeded.

Do not include any amounts on line IOd that have been
included on lines I Oa, b. or c.

‘U.S. Covcnunent Printing Offtce: 1993 -342-197/81289 SF-269A (Rev. 7-97) Back
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State: Period Covered By Report:
STATE BOATING SAFETY PROGRAM EXPENDITURES From: To:

GRANT PROGRAM FUNCTION OR ACTlVtTY

OBJECT CLASS CATEGORIES 1. ADMIN 2 LAW ENF 3. EDUCATKM 4. NAVAIDS 5. BOAT REG/ 6. PUBLIC 7. TOTAL

TITLING ACCESS

a. Personnel $ $ S S $ $ $

b. Fringe Benefits s $ $ $ $ $ $

c. Travel $ S $ $ $ S $

d. Equipment $ $ $ S S $ $

e. Supphi s S $ $ $ $ $

? 8 f.ContIactual $ $ $ s $ $ $

c+- e.
WC+

g. ConstNction
%

S s d $ $ 8 $

h. Other $ S t S s $ $

i. Total Direct Outtays s $ S s S S $

(aum of a-h)

j. Indirect Costs s $ S S $ $ $

k. Total outlays s s s s $ $ $

(wmofiandj)

I. Non-Federal s s s $ s $ $

share of tzhlttays

m. Federal Share s s s $ $ $ $

of txJttays



This form is a supplemental document for repotting expenditures under the Coast Guard Recreational Boating Safety
(RBS) State Grant Program. The form defines the dollar amounts of outlays for the reporting period by object class
categories within each RBS function/activity.

The form is requested quarterly and annually. It should be attached to Standard Form 269, “Financial Status
Report (Long Form)” (Rev. 7-97), or the Standard Form 269A, “Financial Status Report (Short Form)” (Rev. 7-
97). Stabs have the optlon of using either the SF 269 or the SF 269A.

INSTRUCTIONS

Top of form: Provide the name of the State and the dates (beginning and ending) covered by the report.

Lines a. through h.: Enter the amount of outlays during the stated time period for each object class category in each RBS
function/activity.

Line i .L. Self-explanatory.

mi.: Self-explanatory.

Line k.: Self-explanatory.

NOTE: For quarterly reports, the total on line k., column 7, should be the same as the amount reported on line IOa., column II,
of the accompanying SF 269 or SF 269A. For final annual reports. the total on line k., column 7, should be the same as
the amount reported on line I Oa.. column Ill, of the accompanying SF 269 or SF 269A.

w1.: Self-explanatory.

S e l f - e x p l a n a t o r y ,Line m.:

NOTE: The sum of lines I. and m. should be the same as the total shown in each column of line k.
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REQUEST FOR ADVANCE
OR REIMBURSEMENT

(See instructions on back)
3 FEDERAL SPONSORING AGENCY AND ORGANIZATIONAL ELEMENT TO

WHICH THIS REPORT IS SUBMITTED

6 EMPLOYER IDENTlFlCATlON 7. RECIPIEWS  ACCOUNT NUMBER

OR IDENTIFYING NUMBER

I
9. RECIPIENT ORGANKATION

Number

and saaer

my. stale
end ZIP code

11. COMPUTATION OF AMOUNT OF R
W

PROGRAMS’FUNCTlONS/ACTNlTlES +

/

1

I

I

1
1

(

El

u. TOW progr.m

cutluya  lo dale

b. Lear: CumuW~  pm~nm  I-.

c. Nd prognm wtluyr  (Lina u mhwu

J&J

e Total(SumolluuScLdJ I

g. Federal sham ol amounl  on Iins e

mmuu bna hJ

by Federal  grantor

l gwcy for uau Ln mulung

plu⌧hadulad advucss

PAYMENT

REOUESTED

NUt7W

Numba

and s8wt

MBURSEMENTSIADVANCES  REQUESTED
ibJ NJ

I
TOTAL

12. ALTERNATE COMPUTATlON FOR ADVANCES ONLY

r.EabimatedFedal  whoutlavrliulwillLwma8adwkwmdodawomdbvtiadvanm

b. Less. Estlmatod  balanw ol Fademl  cash on hand .a of b@nnmg  d a3v8m pnkd

C. Amoun( ~Ual.d (LLW a - Ihm bJ $

AUTHORIZED FOR LOCAL REPRODUCTlON @nfkwUonRewreeJ STANDARD FORM 270 (Rev.  7-97)

Exhibit 6-5 FV~~lbdbyOMBUrwluaA-102mdA-110
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13. CERTIFICATlON

I certify that to the best of my
knowledge and belief the data on the
reverse are correct and that all outlays
were made in accordance with the
grant conditions or other agreement
and that Payment is due and has not
been previously questtd.

SIGNATURE OR AUTHORIZED CERTIFYING OFFICIAL

TYPED OR PRtNTED NAME AND TITLE

DATE REQUEST
SUBMITTED

TELEPHONE (AREA
CODE. NUMBER.
EXTENSION

This space for agency use

Public reporting burden for this collection of information is estimated to average 60 minutes per
response. including time for reviewing instructions, searching existing data sources, gathering and
maintaining the data needed, and completing and reviewing the collection of information. Send
comments regarding the burden estimate or any other aspect of this collection of information,
including suggestions for reducing this burden. to the Off& of Management and Budget,
Paperwork Reduction Pmject (0348-0004). Washington, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF
MANAGEMENT AND BUDGET. SEND IT TO THE ADDRESS PROVIDED BY THE
SPONSORING AGENCY.

INSTRUCTIONS
Please type or print legibly. Items 1.3, $9, IO, I I e, I If, I I g, I Ii, I2 and I3 are self explanatory, specific

Item
instructions for other items are as follows:

Entry

2 Indicate whether request is prepared on cash or accrued
expenditure basis. All requests for advances shall be
prepared on a cash basis.

4 Enter the Federal grant number, or other identifying
number assigned by the Fedeml sponsoring agency. If
the advance or reimbursement is for more than one
grant or other agreement, insert N/A; then, show the
aggregate amounts. On a separate sheet, list each grant
or agreement number and the Federal share of outlays
made against the grant or agreement.

6 Enter the employer identification number assigned by
the U.S. Internal Revenue Service, or the FICE
(institution) code if requested by the Federal agency.

7 This space reserved for an account number or other
identifying number that may be assigned by the
recipient.

8 Enter the month, day, and year for the beginning and
ending of the period covered in this request. If the
request is for an advance or for both an advance and
reimbursement, show the period that the advance will
cover. If the request is for reimbursement, show the
period for which the reimbursement is requested.

Note: The Federal sponsoring agencies have the option of
requiring recipients to complete items I I or 12, but not
both. Item 12 should be used when only a minimum
amount of information is needed to make an advance
and outlay information contained in item I I can be
obtained in a timely manner from other reports.

I 1 The purpose of the vertical columns (a), (b), and (c) is
to provide space for separate cost breakdowns when a
project has been planned and budgeted by program,
function, or activity. If additional columns are needed,

Item

use as many additional forms as needed and indicate
page number in space provided in upper right;
however, the summary totals of all programs,
functions, or activities should be shown in the “total”
column on the first page.

I la Enter in “as of date,” the month, day, and year of the
ending of the accounting period to which this amount
applies. Enter program outlays to date (net of refunds,
rebates, and discounts), in the appropriate columns.
For requests prepared on a cash basis, outlays are the
sum of actual cash disbursements for goods and
services, the amount of indirect expenses charged, the
value of in-kind contributions applied, and the amount
of cash advances and payments made to subcontractors
and subrecipients. For requests prepamd on an accrued
expenditure basis, outlays are the sum of the actual
cash disbursements, the amount of indirect expenses
incurred, and the net increase (or decrease) in the
amounts owed by the recipient for goods and other
property received and for services performed by
employees, contracts, subgrantees and other payees.

I I b Enter the cumulative cash income received to date, if
requests arc prepared on a cash basis. For requests
prepared on an accrued expenditure basis, enter the
cumulative income earned to date. Under either basis,
enter only the amount applicable to program income
that was required to be used for the project or program
by the terms of the grant or other agreement.

I Id Only when making request for advance payments,
enter the total estimated amount of cash outlays that
will be made during the period covered by the advance.

I3 Complete the certification before submitting this
request.
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FEDERAL CASH TRANSACTIONS REPORT

(See msbuclrons on the beck. lfreport is for more fhan one grenf w

asssAmx agreemenf, attach compkted Sfandard form 272A.)

2. RECIPIENT ORGANIZATION

Name:

Number

and Street

city, state
and ZIP Code:

3. FEDERAL EMPLOYER
IDENTtFlCATlON NO.

11. STATUS OF

FEDERAL

CASH

12.THE AMOUNT SHOWN

ON LINE 111. ABOVE,

REPRESENTS CASH RE-

QUIREMENTS FOR THE

ENSUING
Days

OMB APPROVAL No. 034S-0003

1 Federal  rponaonng  rgency end ~rgmw&asl  ebmenl  IO hich thts rep0rl

IS submllled

10. PERIOD COVERED BY THIS REPORT
FROM imonth. day, PuJ To (mom. day. r*ul

s. Cash on hsnd boglnnlng of mportlng porked

b. Lonor of cmdh wllhdmwb

c. Troaswy chock paymod

d.TotalruMpts(SumdMesbmdc)

l . Total cash Ndkbk (Sum dllnes B and 9

1. Gross 

S.FulmlshmofproommImome

h. Not dkbum- @IO I minus line g)

I. AdJustmonts  of prkr pwtods

j.Cnhonhsndandofputod

13. OTHER INFORMATION

I
s. lntwost  Incoma Is

b.Advancestosubgmntwsw-
I
t

14. REMARKS (Attach eddlfkmal sheets ofpMn papsf, If mom s&mm Is mquimcJ

15. CERTIFICATION

THtS SPACE FOR AGENCY USE

NSN 754041-016-5434
272-103 Exhibit 6-6
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INSTRUCTIONS

Public reporling burden for this collection of information is estimated to average 120 minutes per response, including time for reviewing
mstructions.  searching existing data sources, gathering and maintaining the data ne-eded, and completing and reviewing the collection of
information. Send comments regarding the burden estimate or any other aspecr of this collection of information, including suggestions for
reducmg this burden, IO the Oflicc of Management and Budget. Paperwork Reduction Project (0348-0003). WashingIon, DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.

Please type or print legibly. Items I, 2.8.9. IO, I Id, I le. I I h. and 15 are self explanatory, specific
instructions for other items are as follows:

hem Entry

3 Enter Employer Identification Number (EIN) assigned interdepartmental charges for supplies and services,
by the U.S. Internal Revenue Service or the FICE and the amount to which the recipient is entitled for
(institution) code. indirect costs.

4 If this report covers more than one grant or other
agreement, leave items 4 and 5 blank and provide the
information on Standard Form 272A, Report of Federal
Cash Transactions - Continued.

I Ig Enter the Federal share of program income that was
required lo be used on the project or program by the
terms of the grant or agreement.

Enter Federal grant number, agreement number, or
other identifying numbers if requested by sponsoring
agency.

5 This space reserved for an account number or other
identifying number that may be assigned by the
recipient.

1 Ii Enter the amount of all adjustments pertaining to prior
periods affecting the ending balance that have not been
included in any lines above. Identify each grant or
agreement for which adjustment was made, and enter
an explanation for each adjustment under “Remarks.”
Use plain sheets of paper if additional space is
required.

6 Enter the later of credit number that applies lo this
report. If all advances were made by Treasury check,
enter “NA” for not applicable and leave items 7 and 8
blank.

I lj Enter the total amount of Federal cash on hand at the
end of the reporting period. This amount should
include all funds on deposit, imprest funds, and
undeposited funds (line e, less line h, plus or minus
line i).

7 Enter the voucher number of the last letter-of-credit
payment voucher (Form TUS 5401) that was credited
to your account.

I la Enter the total amount of Federal cash on hand at the
beginning of the reporting period including all of the
Federal funds on deposit, imprest funds, and
undeposited Treasury checks.

I2 Enter the estimated number of days until the cash on
hand, shown on line I lj, will be expended. If more
than three days cash requirements are on hand, provide
an explanation under “Remarks” as to why the
drawdown was made prematurely, or otha reasons for
the excess cash. The requirement for the explanation
does not apply to preschaiuled or automatic advances.

I I b Enter total amount of Federal funds received through
payment vouchers (Form TUS 540 I ) that were credited
lo your account during the reporting period.

I Ic Enter the total amount of all Federal funds received
during the reporting period through Treasury checks,
whether or not deposited.

l3a Enter the amount of intaest earned on advances of
Federal funds but not remitted to the Federal agency.
If this includes any amount earned and not reitted to
the Federal sponsoring agency for ova 60 days,
explain unda “Remarks.” Do not report interest
earned on advances to States.

l3b Enta the amount of advance lo secondary recipients
included in item I 1 h.

I If Enter the total Federal cash disbursements, made
during the reporting period, including cash received as
program income. Disbursements as used here also
include the amount of advances and payments less
refunds to subgrantees or contractors; the gross amount
of direct salaries and wages, including the employee’s
share of benetits if treated as a dim cost,

hem Entty

I4 In addition lo providing explanations as required
above, give additional explanation deemed nw
by the recipient and for information required by the
Federal sponsoring agency in compliance with
governing legislation. Use plain sheets of paper if
additional space is required.

STANDARD FORM 272 (Rev. 7-97) Back
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FEDERAL CASH TRANSACTIONS -i%ii?- ~1
CONTINUATION

(This form IS compleled and attached to Standard Fcvm 272 only when repcfting

more than one grant or asostance agreement.)

RECIPIENT ORGANKATlON (Gwe name only as shown MI ~fem 2. SF-272)

List tnforrnalion below for each gmnt or

FEDERAL GRANT OR OTHER

IDENTIFICATION NUMBER

‘Show a subdivision by ofher
denWying numbers Mrequifed by the

%deml Sponsoring Agency)

(8)

er agmement covered by lhls mport. Use

RECIPIENT ACCOUNT NUMBER

OR OTHER

IDENTINING NUMBER

lbl

i. TOTALS (Should comqxnd with amounts shcnvn M SF 272 as ~~~Jows:

column (c) Ihe same as line 1 Ih; cdunnr (d) the sum of hes 1 lh and 1 II

of the SF-272 and cumutat~vs dlsbusements ahown M last mpcd. Attach

exptanation of any diHM?nces.)

OMB APPROVAL No. 03484003 I
FEDERAL SPONSORING AGENCY AND ORGANIZATIONAL

ELEMENT TO WHICH THIS REPORT IS SUBMITTED

PERIOD COVERED BY THIS REPORT (As shown on SF-272)

‘ROM (month. day, year) TO WMh day, veer)

Ibuonel brnls If mom spece is mqlJlre&

FEDERAL SHARE OF NET DISBURSEMENTS

NET DISBURSEMENTS (Gmss

disbursements less pogrom Inccvne
ocebd) FOR REf’ORTlNG PERIOD

fc)

CUMULATIVE

NET DISBURSEMENTS

Id)

i

Publk reporting burden for this cdbctbn of Informeti Is estlmeted to rverege 120 minutes per msponse. lndudlng time for mvbwing Inrbwtlons. aeerchlng

exisung date !3ourcas. patherlng end meinte~ng the deta needed. 8nd cornpbung end rwlewlng me ullklcuM ol ln(omu(lon. send commmts noIdnoh-
estifnete or any other aspect of this cdbcUon of InfwmaUon. lncludlng 8uggeMm for mduclng this burden. to the Offic4 of Merqement end Budget, Pqmworl~

Reduction Project (03484003). WosMn@on. DC 20503.

PLEASE DO NOT RETURN YOUR COMPLETED FORM TO THE OFFICE OF MANAGEMENT AND BUDGET.
SEND IT TO THE ADDRESS PROVIDED BY THE SPONSORING AGENCY.
AUTHORIZED FOR LOCAL REPRODUCTION STANDARD FORM 272A (Rev. 747)
Previous EdItion Usable Ptrmcdbed by OMB CIrculara A-102 end A-l 10

272-203 6-17
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CERTIFICATION OF NUMBERED VESSELS

As of December 31, 20-, there were currently registered

vessels in the State of that display the State

vessel registration number in accordance with the Federal regulations in 33 CFR,

Sections 173.15 and 173.27.

I certify the above information to be true and correct to the best of my

knowledge and belief.

RESPONSIBLE STATE AGENCY

CERTIFYING OFFICIAL

SIGNATURE OF CERTIFYING OFFICIAL

DATE

Exhibit 6-7
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RECREATIONAL ROOATS ONLY*

DEPARTMENT OF TRANSPORTATION
I

REPORT OF CERTIFICATES OF NUMBER ISSUED TO BOATS FOR STATmERRlTORY OF
I

U.S. COAST GUARD

I

Numbered la occordoacc wltb 33 CFR Parts 173 & 174
CGHQ 3923 (Rev. 12-90) (Total volbd SM cemfkores oIltsmdi* As of 31 Dcccmkr  202 I

UNDER 16 FEET 16 TO LESS THAN 26 FEET 26 TO LESS THAN 40 FEET
HULL PCMER AUXILIARY SAIL POWER AUXILIARY SAIL POWER AUXILIARY SAII.

MATERIAL IWMXP.D m ~IVP. I-M arrmmcn  unmx~~ SIWWDRIVE. 1moAm arrBO*RD *m*I1rJ anBD*P.x sTERNm*‘JE’  rHW*PD OLTW4PD

Wood

Fiberglass

otba
4fl TO 454 FRET_- _- -- _-I_ I

OVER M FEET-.-----_--_

HULL -CR- -..-.. I ~IIYTI.TA.p” S&T,. I..-..---.-.- -..- - POWER_ _ __ ..-..---ARY SAIL POWER AUXILIARY SAIL

M A T E R I A L  *MauD unmam -1vx* MlloIRD nm0AP.D MbDuD mwE-  CurExRD IWIMILD CUTBOAM rIE?JcmIVE.  IHBOARD  00+eoARD

Wd

7bt term “#8emdrlve” luhda Imboordl~ andjctdrfva

Corn-Iol  Pnstngcr:
CommcrcW Fishing:
c a m - w  other:
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IEPARTMENT OF TRANSPORTATION BOATING ACCIDENT REPORT FORM APPROVED OMB NO. 2115-0010
1.S. COAST GUARD CG-3865 (Rev. 9/95)

STATE ASSIGNED CASE NO

HE OPERATOR/OWNER OFAVESSEL USED FOR RECREATIONAL PURPOSES ISREQUIRED TO FILEAREPORTIN WRITING WHENEVER AN
~CCIDENTRESULTSIN:LOSSOFLIFEORDISA~EARANCEFROMAMSSEL:ANINJURYWHlCHREQUlRESMEDlCALTDFlRST
.ID; OR PROPERTY DAMAGE IN EXCESS OF $2000 OR COMPLETE LOSS OF THE VESSEL. REPORTS IN DEATH AND INJURY CASES MUST BE
UBMlTTEDWlTHlN48HOURS.REPORTSINOTHERCASESMUSTBESUBMlTTEDWlTHlN10DAYS.REPORTSMUSTBESUBMlTTEDTOTHE
~EPORTlNGAUTHORIP(INTHESTATEWHERETHEACClDENTOCCURRED.THISFORMISPROVlDEDTOASSlSTTHEOPERATORINFlLlNGTHE
!EOUlREDWRlTTENREPORT.

COMPLETE ALL BLOCKS (INDICATE THOSE NOT APPLICABLE BY ‘NA’)
ACCIDENT DATA

ATE OF ACCIDENT TIME AM NAME OF BODY OF WATER LOCATION (GIVE LOCATION PRECISELY)
PM

..-~~ ~. .~.
UMBER mm VESSELS NEAREST CITY Ok Tot&N
IVOLVED 1

/EATHER WATER CONDITIONS - IZkp”’
:HECK ML APPLICABLE) [ ] CALM (WAVES LESS THAN 6’)

] CLEAR [ 1 RAIN [ ] CHOPPY (WAVES6‘TO?) A I ROF [ ] LlGHT(O.BMPH)
1 CLOUDY [ I SNOW [ ] ROUGH (WAVES ? TOB’) [ ] MODERATE (7-14 MPH) I 1 FAIR I 1
I FOG [ ] HAZY [ ) VERY ROUGH (GREATER THAN 6.) WATER-OF [ 1 STRONG(lS-25 MPH)

[ ] STORM(OVER25MRI)
I I  pofJf?I  1

[  ] STRONGCURRENT

AME  OF OPERATOR OPERATOR  ADDRESS

FERATOR  TELEPHONE NUMBER DATE OF BIRTH OPERATOR’S EXPERIENCE INSTRUCTION IN eaATlNG SAFETY
) MO DAY YR I 1 NONE [  ] S T A T E  CWRSE [ 1 U.S. POWER SQUADRON

[ 1 UNDER100HCURS [ ] USCG AUXILIARY [ ] AMERICAN REDCROSS
] M A L E [ ] F E M M E [ 1 ~1ooHOURS I 1 NONE

AME  OF OWNER OWNER ADDRESS

WNER TELEPHONE NUMBER ‘NUMBER OF PEOPLE NUMBER OF PEOPLE RENTED BMT?

) iON BOARD BEING TOWED I 1 YES I 1 No

OAT MANUFACTURER

] OPEN MOTORBOAT I 1 worn [ ] DUTBQARD [ ] P R O P E L L E R (PFDS):  WAS BOAT ADEQUATELY
] CABIN MOTCRBOAT [  ] ALUMINUM [ ] WATER JET EQUIPPED WlTH COAST GUARD
] AUXILIARY SAlL [ ] STEEL
1 SAIL (ONLY) [ ] FIBERGLASS
1 ROWBOAT [ ] RUBBERMNYUCANVAB ACCESSIBCE?
] CANOVKAYAK [ ] RlGlD HULL INFLATABLE
] PERSONAL WATERCRAFT [ ] OTHER (SPECIFY)
] PONTOONBOAT
] HOUSEBOAT
1 OTHER (SPECIFY)

CHECK ML APPLICABLE)
] CRUISING
] CHANGING DlRECTlON
[ CHANGING SPEED
] DRIFTING
] T O W I N G
] BEING TOWED
] RDWlNGiPADDLlNG
1 BAILING

[ 1 RESTRICTED VlSlON
[ ] OVERLOADING

[ ] SWIMMING/DIVING EXPLOSION (FUEL) [ 1 IMPROPER LOADING

[  ] MAKING REPAlRS EXPLOSlON  (OTHER) [ 1 HAZARDOUS WATERS

[ ] WATERSKIINGITUBINGIETC. SKlER MISHAP [ ] ALcaioLusE

[ ] FMLSINBOAT [ OPERATOR INEXPERlENCE

[ ] OTHER (SPECIFY)

[ ] OTHER (SPECIFY)

Exhibit 6-9
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I

DATE OF BIRTH MEDICAL TREATMENT BEYOND FIRST AID? [ ] YES [ ] NO DESCRIBE IWURY
ADMIlTED  TO HOSPlTAL? I I YES I 1 NO

WAS PFD WORN? I I YES I 1 NO PRIOR TO ACCIDENT7 [ 1 YES [ ] NO AS A RESULT ff ACCIDENT? [ ] YES [ ] NO
WAS IT INFLATABLE? [ ] YES [ ] NO

OTHER PEOPLE ABOARD  THIS BOAT (IF MORE THAN 2 PEOF’LE.  ATTACH ADDITIONAL FORMS)

NAME ADDRESS

I
DATE OF BIRTH WAS PFD WORN? I1 ES IIW PRIOR TO ACCIDENT? J YES ] ] NO

AS A RESULT OF ACCIDENT I 1 :ES I 1 ~0 WAS IT INFLATABLE? ( I YES I 1 NO

NAME ADDRESS

DATE OF BIRTH W-7 II-+= IIN0 ? [IVES [INO
AS A RESULT OF ACCIDENT I 1 YES I 1 No WAS IT INFLATABLE? [ ] YES [ ] NO

BOAT NO. 2 (IF MORE THAN 2 VESSELS, ATTACH ADDlTlONMlDENTlFYlNG  INFORMATION)
NAME OF OPERATOR OPERATOR ADDRESS

OPERATOR TELEPHONE NUMBER BOAT REGlSTRATlON  OR DOCUMENTATION NUMBER STATE
( )

NAME OF OWER

OWNER TELEPHONE NUMBER

( 1

ESTIMATED AMOUNT: THIS BOAT AND CONTENTS:

P - A G E

OTHER BOAT(S)  AND CONTENTS: OTHER PROPERTY:
t s s

DESCRIBE PROPERTY DAMAGED
I

] TELEPHONE NUMBER
( )

SIGNATURE QUALIFICATION [ 1 O P E R A T O R I  1  OWJER DATE SUBMIlTED
[ ] INVESTIGATOR [ ] O T H E R
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BOATING ACCIDENT REPORT

ADDENDUM

FOR REPORTING AUTHORITY

I NAME OF OPERATOR: DATE OF ACCIDENT:

OPERATOR

PASSENGER

PASSENGER

PASSENGER

PASSENGER

ALCOHOL For operator and each passeqm  Indicate:
TEST FOR ALCOHOL TAKEN7 TYPE OF TEST TEST RESULTS BAC

I lY= I lBL= [ ] POSITWE -x
I INO [ ] BREATH [ ] NEGATIVE

[ ] URINE
I ImER

TEST FOR ALCOHOL TAKEN? TYPE OF TEST TEST RESULTS BAC
I IYES I leL= 1 1PosiTlvE -%
[INo l1B~J-H I IEGArmE

( ] URINE
[ ] OTHER

TEST FOR ALCOHOL TAKEN? TYPE OF TEST TEST RESULTS BAC
I ly= I IBLooo I I POSITIVE -%
I INO I IB-m [ ] NEGATlVE

[ ] URINE
I ImER

TEST FOR ALCOHOL TAKEN? TYPE OF TEST TEST RESULTS BAc
I 1=s I IBL- I IposmvE -%
I INo IlB~~ I IMOATM

[ ]URlNE
IlmR

TEST FOR ALCOHOL TAKEN7 TYPE OF TEST TEST RESULTS BAc
I ly= [ IBLOOD I lf-=l- -%
[INo [ ] BREATH f INEoATIM

[ ] URINE
[ ] OTHER

DRUGS ForopwWorudeachpmmgerIndlata:
OPERATOR TEST FOR DRUGS TAKEN? RESULTS

[IyES IlM f lf’-mM: [ ]NEGATM

PASSENGER TEST FOR DRUGS TAKEN? RESULTS
IlY= IIW 11 ~OW’lVE  [ ] NEGATIVE

PASSENGER TESi FOR DRUGS TAKEN? RESULTS
IIn= IIW f 1 ~StTlVE [ ] NEGATIVE

PASSENGER TEST FOR DRUGS TAKEN?
fly= [INo

PASSENGER TEST FOR DRUGS TAKEN?
IlY= Ilw

NAME OF REVlEWlNG OFFICE

RESULTS
[ J POSITIVE [ ] NEGATIVE

RESULTS
[ ] POSlTlVE  [ ] NEGATIVE

REWEWED BY

Exhibit 6-10
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CHAPTER 7 - PROGRAM FACILITIES

7.1 Purpose (General). This Chapter provides guidance for the acquisition,
construction and repair of facilities necessary to support State RBS program
activities.

7.2 AuDkabilitv and Scope. The guidance provided in this Chapter is applicable, in
general, to facilities acquired, constructed, and repaired with RBS program funds.
The material is intended as guidance for further interpreting requirements of
applicable laws and regulations, and is not intended to supersede any Federal
requirements.

7.3 Elipible Purposes. A program facility must be necessary to carry out program
functions/activities and should be needed for a duration of time adequate to justify
the capital investment. Program facilities include those facilities necessary to
accomplish recreational boating law enforcement, vessel registration and titling, or
training and education activities, e.g., offices, classrooms, or facilities for storage and
repair of boats, vehicles and equipment.

7.4 Documentation. Budget Information (SF-424C) and a narrative providing the
following information for each facility being acquired, constructed or repaired should
be submitted with the program application:

a. Need. Explain why a new facility is needed or an existing facility needs
enlargement, improvement, or repair.

b. Obiecthe. Provide a concise statement of what the project will accomplish in
terms of the stated need. For example:

(1) Construct a 2,000-square foot shed at (specified location) on Lake George
to house patrol boats during the boating season.

(2) Renovation of regional vessel registration/titling office in Johnson City.

(3) Construct a 3,000~square foot combination office/classroom facility for
RBS program personnel at (station) on Lake Mead.

c. Location. Identify the specific location of the facility to be constructed or
improved.

d. Auuroach. Describe the work and how it will be done. Detailed site plans and
specifications are not needed unless specifically requested by the Program
Administrator.

7-l



7.4 e. Estimated Cost. Provide the work schedule, estimated total cost, amount of
Federal and/or State funds to be used, and the anticipated cost by year for the
project.

7.5 Allowable Costs. Costs for development and construction of facilities designed or
intended for multiple use (e.g., facilities designed or used for vessel
registration/titling that are also used to issue fishing and hunting licenses) shall be
allocated among the various programs that receive benefits from the facility. If the
non-RBS program purposes are incidental to the primary use, costs need not be
allocated.

7.6 Maintenance. Maintenance means all commonly accepted practices necessary to
keep the facility operating in a state of good repair and to protect it from deterioration
resulting from normal wear and tear. Activities that allow the facility to function
include routine recuning maintenance such as minor repairs, and non-routine cyclical
maintenance, which is major maintenance or renovation activities conducted at
intervals normally greater than one year. General upkeep (mowing lawns, daily
cleaning, etc.) is not an allowable cost of the State RBS program budget.

7.7 Real Property. Real property acquired with Federal funds for a facility to be used in
the State RBS program shall be administered in accordance with Federal regulations
in 49 CFR 18.3 I [Enclosure (7)].

a. Title to real property shall vest in the State or its subgrantee.

b. Real property must continue to serve the purposes for which it was acquired, and
the State or its subgrantee shall not dispose of or encumber its title or other
interests in the property.

c. When the real property is no longer needed for the originally authorized purpose,
the State or the subgrantee will request disposition instructions from the Program
Administrator.

NOTE: (Refer to Chapter 5, Section 5.4.a. for additional guidance.)
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CHAPTER 8 - PUBLIC ACCESS SITES

8.1 Puruose (General). This Chapter provides guidance on the development and
construction of facilities that provide access to water resources for the use and
enjoyment of recreational boaters.

8.2 ADDkabilitv and Scoue. The guidance provided in this Chapter is applicable, in
general, to all public access sites acquired, constructed, and repaired by RBS program
funds. The material is intended as guidance for further interpreting requirements of
laws and regulations applicable to State recreational boating public access sites. The
guidance in this Chapter is not intended to supersede any Federal requirements.

8.3 Elkible Puruoses. RBS public access sites shall have objectives related to the
following:

a. Elimination of overcrowding and congestion of waterways to enhance the safety of
recreational boaters.

b. Equitable access to waters of the State for various forms of recreational boating,
such as, cruising, water-skiing, fishing, hunting, or use of personal water-craft, and
shall address the needs of the handicapped.

c. Developing or improving areas to enhance use and enjoyment of water resources by
recreational boaters.

d. Providing for the protection and safety of the facilities and the users of the facilities.

8.4 Documentation. Budget information (SF-424C)  and a narrative providing the
following information for each public access site being acquired, developed, or
repaired should be submitted with the program application.

a. Need. State the reason why a new facility is needed or an existing facility needs to
be improved, e.g., reduce congestion, repair damage.

b. Obiective. Provide a concise statement of what the project will accomplish in
terms of stated need. For example:

(1) Develop a six-lane boat launching ramp, parking for 75 vehicle/boat trailer units,
and toilet facilities on Lake Mead at (the specified location).

(2) Reduce congestion by construction of an additional boat launching ramp and 25
additional parking spaces for vehicle/boat trailer units at (existing site) on Lake
George.

(3) Renovation of (existing site) to provide access for the handicapped.

8-1



8.4. c. Location. Identify the specific location of the facility to be constructed or
improved and provide a map designating the location.

d. Amroach. Describe the work and how it will be done. Detailed site plans and
specifications are not needed unless specifically requested by the Program
Administrator. If applicable, describe third party arrangements for operation of the
facility, including how revenue from any user fees will be handled.

e. Estimated Cost. Provide the work schedule, estimated total cost, and the
anticipated cost by year for accomplishing the objectives. The work schedule shall
include the components of the major structures to be constructed such as boat
ramps, parking lots, or toilet facilities.

8.5 Allowable Costs. Costs are allowable only for those public access sites that are
identified in RBS applications approved by the Coast Guard. The costs for
development and construction of facilities designed for multiple use shall be allocated
among the various programs that receive benefits from the facility. If the non-RBS
program purposes am incidental to the primary use, costs need not be allocated.

8.6 Maintenance. Maintenance means all commonly accepted practices necessary to keep
the public access site operating in a state of good repair and to protect it from
deterioration resulting from normal wear and tear. Activities that allow the facility to
function include routine recurring maintenance such as minor repairs, and non-routine
cyclical maintenance, which is major maintenance or renovation activities conducted at
intervals normally greater than one year. General upkeep (mowing lawns, daily
cleaning, etc.) is not an allowable cost of the State RBS program budget.

8.7 Real Pro~rty. Real property acquired with Federal funds for a public access site
under the RBS program shall be administered in accordance with Federal regulations in
49 CFR 18.31 [Enclosure (7)].

a. Title to real property shall vest in the State or its subgrantee.

b. Real property must continue to serve the purposes for which it was acquired, and
the State or its subgrantee shall not dispose of or encumber its title or other interests
in the property.

c. When the real property is no longer needed for the originally authorized purpose,
the State or the subgrantee will request disposition instructions from the Program
Administrator.

NOTE: (Refer to Chapter 5, Section 5.4.a. for additional guidance.)
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8.8 Swcial Provision. The following provision is specifically applicable to public access
sites supported by Federal financial assistance provided for the State RBS program:
On-site notification shall be maintained at each facility to make the public aware that
the public access site is supported by Federal gasoline excise taxes administered by the
U.S. Coast Guard to assist the State’s RBS program.

8-3



Enclosure (1) to COMDTPUB P16755.3A

TITLE 46, UNITED STATES CODE

CHAPTER 43 - RECREATIONAL VESSELS

Sec.
4301. Application.
4302. Regulations.
4303. Inspection and testing.
4304. Importation of nonconforming vessels and equipment.
4305. Exemptions.
4306. Federal preemption.
4307. Prohibited acts.
4308. Termination of unsafe operation.
4309. Investigation and reporting.
43 10. Repair and replacement of defects.
43 11. Penalties and injunctions.

0 4301. Application

(a) This chapter applies to a recreational vessel and associated equipment carried in
the vessel on waters subject to the jurisdiction of the United States (including the
territorial sea of the United States as described in Presidential Proclamation No. 5928 of
December 27, 1988) and, for a vessel owned in the United States, on the high seas.

(b) Except when expressly otherwise provided, this chapter does not apply to a
foreign vessel temporarily operating on waters subject to the jurisdiction of the United
States.

(c) Until there is a final judicial decision that they are navigable waters of the United
States, the following waters lying entirely in New Hampshire are declared not to be
waters subject to the jurisdiction of the United States within the meaning of this section:
Lake Winnisquam, Lake Winnipesaukee, parts of the Merrimack River, and their
tributary and connecting waters.

Q 4302. Regulations

(a) The Secretary may prescribe regulations-

(1) establishing minimum safety standards for recreational vessels and associated
equipment, and establishing procedures and tests required to measure conformance with
those standards, with each standard-

(A) meeting the need for recreational vessel safety; and
(B) being stated, insofar as practicable, in terms of performance;
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(2) requiring the installation, carrying, or use of associated equipment (including
fuel systems, ventilation systems, electrical systems, sound-producing devices,
firefighting equipment, lifesaving devices, signaling devices, ground tackle, life- and
grab-rails, and navigational equipment) on recreational vessels and classes of recreational
vessels subject to this chapter, and prohibiting the installation, carrying, or use of
associated equipment that does not conform with safety standards established under this
section; and

(3) requiring or permitting the display of seals, labels, plates, insignia, or other
devices for certifying or evidencing compliance with safety regulations and standards of
the United States Government for recreational vessels and associated equipment.

(b) Each regulation prescribed under this section shall specify an effective date that is
not earlier than 180 days from the date the regulation was published, unless the Secretary
finds that there exists a recreational vessel safety hazard so critical as to require an earlier
effective date. However, this period may not be more than 24 months for cases
involving, in the discretion of the Secretary, major product design, retooling, or major
changes in the manufacturing process.

(c) In prescribing regulations under this section, the Secretary shall, among other
things-

(1) consider the need for and the extent to which the regulations will contribute to
recreational vessel safety;

(2) consider relevant available recreational vessel safety standards, statistics, and
data, including public and private research, development, testing, and evaluation;

(3) not compel substantial alteration of a recreational vessel or item of associated
equipment that is in existence, or the construction or manufacture of which is begun
before the effective date of the regulation, but subject to that limitation may require
compliance or performance, to avoid a substantial risk of personal injury to the public,
that the Secretary considers appropriate in relation to the degree of hazard that the
compliance will correct; and

(4) consult with the National Boating Safety Advisory Council established under
section 13 110 of this title about the considerations referred to in clauses (l)-(3) of this
subsection.

(d) Section 8903 of this title does not apply to a vessel being operated for bona fide
dealer demonstrations provided without fee to business invitees. However, if on the basis
of substantial evidence, the Secretary decides under this section that requiring vessels so
operated to be under the control of licenses individuals is necessary for boating safety,
then the Secretary may prescribe regulations requiring the licensing of individuals
controlling these vessels in the same manner as provided in chapter 89 of this title for
individuals in control of vessels carrying passengers for hire.
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0 4303. Inspection and testing

(a) Subject to regulations, supervision, and reviews that the Secretary may prescribe,
the Secretary may delegate to a person, private or public agency, or organization,
or to an office or employee under the supervision of that person or agency, any
work, business, or function related to the testing, inspection, and examination
necessary for compliance enforcement and for the development of data to enable
the Secretary to prescribe regulations under section 4302 of this title.

(b) The Secretary may-

(1) conduct research, testing, and development necessary to carry out this chapter,
including the procurement by negotiation or otherwise of experimental and other
recreational vessels or associated equipment for research and testing purposes; and

(2) subsequently sell those vessels.

Q 4304. Importation of nonconforming vessels and equipment

The Secretary and the Secretary of the Treasury may authorized by joint regulations
the importation of any nonconforming recreational vessel or associated equipment on
conditions, including providing a bond, that will ensure that the recreational vessel or
associated equipment will be brought into conformity with applicable safety regulations
and standards of the Government before the vessel or equipment is operated on waters
subject to the jurisdiction of the United States.

Q 4305. Exemptions

If the Secretary considers that recreational vessel safety will not be adversely affected,
the Secretary may issue an exemption Tom this chapter or a regulation prescribed under
this chapter.

0 4306. Federal preemption

Unless permitted by the Secretary under section 4305 of this title, a State or political
subdivision of a State may not establish, continue in effect, or enforce a law or regulation
establishing a recreational vessel or associated equipment performance or other safety
standard or imposing a requirement for associated equipment (except insofar as the State
or political subdivision may, in the absence of the Secretary’s disapproval, regulate the
carrying or use of marine safety articles to meet uniquely hazardous conditions or
circumstances within the State) that is not identical to a regulation prescribed under
section 4302 of this title.

9 4307. Prohibited acts

3
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(a) A person may not-

(1) manufacture, construct, assemble, sell or offer for sale, introduce or deliver for
introduction into interstate commerce, or import into the United States, a recreational
vessel, associated equipment, or component of the vessel or equipment unless-

(A)(i) it conforms with this chapter or a regulation prescribed under this
chapter; and

(ii) it does not contain a defect which has been identified, in any
communication to such person by the Secretary or the manufacturer of that vessel,
equipment or component, as creating a substantial risk of personal injury to the
public; or

(B) it is intended only for export and is so labeled, tagged, or marked on the
recreational vessel or equipment, including any markings on the outside of the
container in which it is to be exported;

(2) affix, attach, or display a seal, document, label, plate, insignia, or other device
indicating or suggesting compliance with standards of the United States Government on,
in, or in connection with, a recreational vessel or item of associated equipment that is
false or misleading; or

(3) fail to provide a notification as required by this chapter or fail to exercise
reasonable diligence in carrying out the notification and reporting requirements of this
chapter.

(b) A person may not operate a vessel in violation of this chapter or a regulation
prescribed under this chapter.

9 4308. Termination of unsafe operation

If an official charged with the enforcement of this chapter observes a recreational
vessel being operated without sufficient lifesaving or firefighting devices or in an
overloaded or other unsafe condition (as defined in regulations prescribed under this
chapter) and, in the judgment of the official, the operation creates an especially hazardous
condition, the official may direct the individual in charge of the recreational vessel to
take immediate and reasonable steps necessary for the safety of individuals on board the
vessel, including directing the individual in charge to return to a mooring and to remain
there until the situation creating the hazard is corrected or ended.

8 4309. Investigation and reporting

(a) A recreational vessel manufacturer to whom this chapter applies shall establish and
maintain records and reports and provide information the Secretary may require to enable
the Secretary to decide whether the manufacturer has acted or is acting in compliance

4
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with this chapter and regulations prescribed under this chapter. On request of an officer,
employee, or agent authorized by the Secretary, a recreational vessel manufacturer shall
permit the officer, employee, or agent to inspect, at reasonable times, factories or other
facilities, and records related to deciding whether the manufacturer has acted or is acting
in compliance with this chapter and regulations prescribed under this chapter.

(b) Information reported to or otherwise obtained by the Secretary or the
representative of the Secretary under this section containing or related to a trade secret or
other matter referred to in section 1905 of title 18, or authorized to be exempt from public
disclosure by section 552(b) of title 5, is confidential under section 1905. However, on
approval of the Secretary, the information may be disclosed to other officers, employees,
or agents concerned with carrying out this chapter or when it is relevant in a proceeding
under this chapter.

6 4310. Repair and replacement of defects

(a) In this section, “associated equipment” includes only items or classes of associated
equipment that the Secretary shall prescribe by regulation after deciding that the
application of the requirements of this section to those items or classes of associated
equipment is reasonable and in furtherance of this chapter.

(b) If a recreational vessel or associated equipment has left the place of manufacture
and the recreational vessel manufacturer discovers or acquires information that the
manufacturer decides, in the exercise of reasonable and prudent judgment, indicates that a
recreational vessel or associated equipment subject to an applicable regulation prescribed
under section 4302 of this title either fails to comply with the regulation, or contains a
defect that creates a substantial risk of personal injury to the public, the manufacturer
shall provide notification of the defect or failure of compliance as provided by
subsections (c) and (d) of this section within a reasonable time after the manufacturer has
discovered the defect.

(c) (1) The notification required by subsection (b) of this section shall be given to the
following persons in the following manner:

(A) by certified mail to the first purchaser for other than resale, except that the
requirement for notification of the first purchaser shall be satisfied if the recreational
vessel manufacturer exercises reasonable diligence in establishing and maintaining a list
of those purchasers and their current addresses, and send the required notice to each
person on that list at the address appearing on the list.

(B) by certified mail’to subsequent purchasers if known to the manufacturer.

(C) by certified mail or other more expeditious means to the dealers and
distributors of the recreational vessels or associated equipment.

5



Enclosure (1) to COMDTPUB P16755.3A

(2) The notification required by subsection (b) of this section is required to be
given only for a defect or failure of compliance discovered by the recreational vessel
manufacturer within a reasonable time after the manufacturer has discovered the defect or
failure, except that the manufacturer’s duty of notification under paragraph (l)(A) and
(B) of this subsection applies only to a defect or failure of compliance discovered by the
manufacturer within one of the following appropriate periods:

(A) if a recreational vessel or associated equipment required by regulation to
have a date of certification affixed, 5 years from the date of certification.

(B) if a recreational vessel or associated equipment not required by regulation
to have a date of certification affixed, 5 years from the date of manufacture.

(d) The notification required by subsection (b) of this section shall contain a clear
description of the defect or failure to comply, an evaluation of the hazard reasonably
related to the defect or failure, a statement of the measures to correct the defect or failure,
and an undertaking by the recreational vessel manufacturer to take those measures only at
the manufacturer’s cost and expense.

(e) Each recreational vessel manufacturer shall provide the Secretary with a copy of
all notices, bulletins, and other communications to dealers and distributors of that
manufacturer, and to purchasers of recreational vessels or associated equipment of that
manufacturer, about a defect related to safety in the recreational vessels or associated
equipment, and any failure to comply with the regulation or order applicable to the
recreational vessels or associated equipment. The Secretary may publish or otherwise
disclose to the public information in the notices or other information the Secretary has
that the Secretary considers will assist in carrying out this chapter. However, the
Secretary may disclose any information that contains or relates to a trade secret only if

the Secretary decides that the information is necessary to carry out this chapter.

(f) If, through testing, inspection, investigation, or examination of reports, the
Secretary decides that a recreational vessel or associated equipment to which this chapter
applies contains a defect related to safety or fails to comply with an applicable regulation
prescribed under this chapter and notification under this chapter is appropriate, the
Secretary shall not@ the recreational vessel manufacturer of the defect or failure. The
notice shall contain the findings of the Secretary and shall include a synopsis of the
information on which they are based. The manufacturer may then provide the
notification required by this chapter to the persons designated in this chapter or dispute
the Secretary’s decision. If disputed, the Secretary shall provide the manufacturer with
an opportunity to present views and establish that there is no such defect or failufe.
When the Secretary considers it to be in the public interest, the Secretary may publish
notice of the proceeding in the Federal Register and provide interested persons, including
the National Boating Safety Advisory Council, with an opportunity to comment. If, after
presentation by the manufacturer, the Secretary decides that the recreational vessel or
associated equipment contains a defect related to safety or fails to comply with an

6
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applicable regulation, the Secretary may direct the manufacturer to provide the
notifications specified in this chapter.

(g) The Secretary may prescribe regulations to carry out this section, including the
establishment of procedures that require dealers and distributors to assist manufacturers
in obtaining information required by this section. A regulation prescribed under this
subsection does not relieve a manufacturer of any obligation imposed by this section.

0 4311. Penalties and injunctions

(a) A person willfully operating a recreational vessel in violation of this chapter or a
regulation prescribed under this chapter shall be fined not more than $5,000, imprisoned
for not more than one year, or both.

(b) A person violating section 4307(a)( 1) of this title is liable to the United States
Government for a civil penalty of not more than $2,000, except that the maximum civil
penalty may be not more than $100,000 for a related series of violations. When a
corporation violates section 4307(a)( 1 ), any director, officer, or executive employee of
the corporation who knowingly and willfully ordered, or knowingly and willfUlly
authorized, a violation is individually liable to the Government for the penalty, in
addition to the corporation. However, the director, officer, or executive employee is not
liable individually under this subsection if the director, officer, or executive employee
can demonstrate by a preponderance of the evidence that-

(1) the order or authorization was issued on the basis of a decision, in exercising
reasonable and prudent judgment, that the defect or the nonconformity with standards and
,regulations  constituting the violation would not cause or constitute a substantial risk of
personal injury to the public; and

(2) at the time of the order or authorization, the director, officer, or executive
employee advised the Secretary in writing of acting under this clause and clause (1) of
this subsection.

(c) A person violating any other provision of this chapter or other regulation
prescribed under this chapter is liable to the Government for a civil penalty of not more
than $1,000. If the violation involves the operation of a vessel, the vessel also is liable in
rem for the penalty.

(d) When a civil penalty of not more than $200 has been assessed under this chapter,
the Secretary may refer the matter of collection of the penalty directly to the United
States magistrate of the jurisdiction in which the person liable may be found for
collection procedures under supervision of the district court and under an order issued by
the court delegating this authority under section 636(b) of title 28.

(e) The district courts of the United States have jurisdiction to restrain a violation of
this chapter, or to restrain the sale, offer for sale, introduction or delivery for introduction
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into interstate commerce, or importation into the United States, of a recreational vessel or
associated equipment that the court decides does not conform to safety standards of the
Government. A civil action under this subsection shall be brought by filing a petition by
the Attorney General for the Government. When practicable, the Secretary shall give
notice to a person against whom an action for injunctive relief is contemplated and
provide the person with an opportunity to present views and, except for a knowing and
willful violation, shall provide the person with a reasonable opportunity to achieve
compliance. The failure to give notice and provide the opportunity does not preclude the
granting of appropriate relief by the district court.

(f) A person is not subject to a penalty under this chapter if the person--

(1) establishes that the person did not have reason to know, in exercising
reasonable care, that a recreational vessel or associated equipment does not conform with
the applicable safety standards of the Government or that the person was not advised by
the Secretary or the manufacturer of that vessel, equipment or component that the vessel,
equipment or component contains a defect which creates a substantial risk of personal
injury to the public; or

(2) holds a certificate issued by the manufacturer of that recreational vessel or
associated equipment to the effect that the recreational vessel or associated equipment
conforms to all applicable recreational vessel safety standards of the Government, unless
the person knows or reasonably should have known that the recreational vessel or
associated equipment does not so conform.

(g) Compliance with this chapter or standards, regulations, or orders prescribed under
this chapter does not relieve a person from liability at common law or under State law.

8
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TITLE 46, UNITED STATES CODE

CHAPTER 61- REPORTING MARINE CASUALTIES

Sec.
6 101. Marine casualties and reporting.
6 102. State marine casualty reporting system.
6103. Penalty.
6 104. Commercial fishing industry vessel casualty statistics.

5 6101. Marine casualties and reporting

(a) The Secretary shall prescribe regulations on the marine casualties to be reported
and the manner of reporting. The regulations shall require reporting the following marine
casual ties:

(1) death of an individual.
(2) serious injury to an individual.
(3) material loss of property.
(4) material damage affecting the seaworthiness or efficiency of the vessel.
(5) significant harm to the environment.

(b) A marine casualty shall be reported within 5 days as provided in this part and
regulations prescribed under this part. Each report filed under this section shall include
information as to whether the use of alcohol contributed to the casualty.

[(c) Repealed. Pub.L. 98-498,§ 212(b)(l)(B), Oct. 19, 1984,98 Stat. 23061

(d) (1) This part applies to a foreign vessel when involved in a marine casualty on the
navigable waters of the United States.

(2) This part applies, to the extent consistent with generally recognized principles
of international law, to a foreign vessel constructed or adapted to carry, or that carrier, oil
in bulk as cargo or cargo residue involved in a marine casualty described under
subsection (a)(4) or (5) in waters subject to the jurisdiction of the United States, including
the Exclusive Economic Zone.

(e) A marine casualty not resulting in the death of an individual shall be classified
according to the gravity of the casualty, as prescribed by regulation, giving consideration
to the extent of injuries to individuals, the extent of property damage, the dangers that the
casualty creates, and the size, occupation, and means of propulsion of each vessel
involved.

1
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(e) (1) This chapter applies to a marine casualty involving a United States citizen on a
foreign passenger vessel operating south of 75 degrees north latitude, west of 35 degrees
west longitude, and east of the International Date Line; or operating in the area south of
60 degrees south latitude that-

(A) embarks or disembarks passengers in the United States; or

(B) transports passengers traveling under any form of air and sea ticket
package marketed in the United States.

(2) When there is a marine casualty described in paragraph (1) of this subsection
and an investigation is conducted, the Secretary shall ensure that the investigation-

(A) is thorough and timely; and

(B) produces findings and recommendations to improve safety on passenger
vessels.

(3) When there is a marine casualty described in paragraph (1) of this subsection,
the Secretary may-

(A) seek a multinational investigation of the casualty under auspices of the
International Maritime Organization; or

(B) conduct an investigation of the casualty under chapter 63 of this title.

Q 6102. State marine casualty reporting system

(a) The Secretary shall prescribe regulations for a uniform State marine casualty
reporting system for vessels. Regulations shall prescribe the casualties to be reported and
the manner of reporting. A State shall compile and submit to the Secretary reports,
information, and statistics on casualties reported to the State, including information and
statistics concerning the number of casualties in which the use of alcohol contributed to
the casualty.

(b) The Secretary shall collect, analyze, and publish reports, information, and statistics
on marine casualties together with findings and recommendations the Secretary considers
appropriate. If a State marine casualty reporting system provides that information
derived from casualty reports (except statistical information) may not be publicly
disclosed, or otherwise prohibits use by the State or any person in any action or
proceeding against a person, the Secretary may use the information provided by the State
only in the same way that the State may use the information.

8 6103. Penalty
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(a) An owner, charterer, managing operator, agent, master, or individual in charge of a
vessel failing to report a casualty as required under section 6101 of this title or a
regulation prescribed under section 6101 or 6102 is liable to the United States
Government for a civil penalty of not more than $25,000.

(b) A person failing to comply with section 6104 of this title or a regulation prescribed
under that section is liable to the Government for a civil penalty of not more than $5,000.

Q 6104. Commercial fishing industry vessel casualty statistics

(a) The Secretary shall compile statistics concerning marine casualties from data
compiled from insurers of fishing vessels, fish processing vessels, and fish tender vessels.

(b) A person underwriting primary insurance for a fishing vessel, fish processing
vessel, or fish tender vessel shah submit periodically to the Secretary data concerning
marine casualties that is required by regulations prescribed by the Secretary.

(c) After consulting with the insurance industry, the Secretary shall prescribe
regultions under this section to gather a statistical base for analyzing vessel risks.

(d) The Secretary may delegate to a qualified person that has knowledge and
experience in the collection of statistical insurance data the authority of the Secretary
under this section to compile statistics from insurers.
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TITLE 46, UNITED STATES CODE

CHAPTER 123 - NUMBERING UNDOCUMENT VESSELS

Sec.
12301. Numbering vessels.
12302. Standard numbering system.
12303. Exemption from numbering requirements.
12304. Certificates of numbers.
12305. Displaying numbers.
12306. Safety certificates.
12307. Regulations on numbering and fees.
12308. Providing vessel numbering and registration information.
12309. Penalties.

0 12301. Numbering vessels

(a) An undocumented vessel equipped with propulsion machinery of any kind shall have a
number issued by the proper issuing authority in the State in which the vessel principally is
operated.

(b) The Secretary shall require an undocumented barge more than 100 gross tons operating
on the navigable waters of the United States to be numbered.

$j 12302. Standard numbering system

(a) The Secretary shall prescribe by regulation a standard numbering system for vessels to
which this chapter applies. On application by a State, the Secretary shall approve a State
numbering system that is consistent with the standard numbering system. In carrying out its
numbering system, a State shall adopt any definitions of relevant terms prescribed by
regulations of the Secretary.

(b) A State with an approved numbering system is the issuing authority within the meaning
of this chapter. The Secretary is the issuing authority in a State in which a State numbering
system has not been approved.

(c) When a vessel is numbered in a State, it is deemed in compliance with the numbering
system of a State in which it temporarily is operated.

(d) When a vessel is removed to a new State of principal operation, the issuing authority of
that State shall recognize the validity of the number issued by the original State for 60 days.
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(e) If a State has a numbering system approved after the Secretary issues a number, the State
shall recognize the validity of the number issued by the Secretary for one year.

(f) When the Secretary decides that a State numbering system is not being carried out
consistent with the standard numbering system or the State has changed the system without the
Secretary’s approval, the Secretary may withdraw approval after giving notice to the State, in
writing, stating the reasons for the withdrawal.

9 12303. Exemption from numbering requirements

(a) When the Secretary is the authority issuing a number under this chapter, the Secretary
may exempt a vessel or class of vessels from the numbering requirements of this chapter under
conditions the Secretary may prescribe.

(b) When a State is the issuing authority, it may exempt from the numbering requirements of
this chapter a vessel or class of vessels exempted under subsection (a) of this section or
otherwise as permitted by the Secretary.

0 12304. Certificates of numbers

(a) A certificate of number is granted for a number issued under this chapter. The certificate
shall be pocketsized, shall be at all times available for inspection on the vessel for which issued
when the vessel is in operation, and may be valid for not more than 3 years. The certificate of
number for a vessel less than 26 feet in length and leased or rented to another for the latter’s
noncommercial operation of less than 7 days may be retained on shore by the vessel’s owner or
representative at the place from which the vessel departs or returns to the possession of the
owner or the owner’s representative. A vessel that does not have the certificate of number on
board shall be identified when in operation, and comply with requirements, as the issuing
authority prescribes.

(b) The owner of a vessel numbered under this chapter shall provid-

(I) the issuing authority notice of the transfer of any part of the owner’s interest in the
vessel or of the destruction or abandonment of the vessel, within a reasonable time after the
transfer, destruction, or abandonment; and

(2) notice of a change of address within a reasonable time of the change, as prescribed
by regulation.

9 12305. Displaying numbers

A number required by this chapter shall be painted on, or attached to, each side of the
forward half of the vessel for which it was issued, and shall be the size, color, and type as may
be prescribed by the Secretary. No other number may be canied on the forward half of the
vessel.
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9 12306. Safety certificates

When a State is the authority issuing a number under this chapter, it may require that the
individual in charge of a numbered vessel have a valid safety certificate issued under conditions
set by the issuing authority, except when the vessel is subject to manning requirements under
part F of this subtitle.

0 12307. Regulations on numbering and fees

The authority issuing a number under this chapter may prescribe regulations and establish
fees to carry out the intent of this chapter. The fees shall apply equally to residents and
nonresidents of the State. A State issuing authority may impose only conditions for vessel
numbering that are-

(1) prescribed by this chapter or regulations of the Secretary about the standard
numbering system; or

(2) related to proof of payment of State or local taxes.

6 12308. Providing vessel numbering and registration information

A person may request from an authority issuing a number under this chapter the numbering
and registration information of a vessel that is retrievable from vessel numbering system
records of the issuing authority. When the issuing authority is satisfied that the request is
reasonable and related to a boating safety purpose, the information shall be provided on paying
the cost of retrieving and providing the information requested.

Q 12309. Penalties

(a) A person willfully violating this chapter or a regulation prescribed under this chapter
shall be fined not more than $5,000, imprisoned for not more than one year, or both.

(b) A person violating this chapter or a regulation prescribed under this chapter is liable to
the United States Government for a civil penalty of not more than $1,000. If the violation
involves the operation of a vessel, the vessel also is liable in rem for the penalty.

(c) When a civil penalty of not more than $200 has been assessed under this chapter, the
Secretary may refer the matter of collection of the penalty directly to the United States
magistrate of the jurisdiction in which the person liable may be found for collection procedures
under supervision of the district court and under an order issued by the court delegating this
authority under section 636(b) of title 28.
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TITLE 46, UNITED STATES CODE

CHAPTER 125 - VESSEL IDENTIFICATION SYSTEM

Sec.
12501. Establishment of a vessel identification system.
12502. Identification numbers, signal letters, and marking.
12503. Information available to the system.
12504. Information available from the system.
12505. Fees.
12506. Delegation of authority.
12507. Penalties.

8 12501. Establishment of a vessel identification  system

(a) The Secretary of Transportation shall establish a vessel identification system to
make available information under section 12503 of this title for use by the public for law
enforcement and other purposes relating to-

(1) the ownership of documented vessels;

(2) the ownership of vessels numbered under chapter 123 of this title; and

(3) the ownership of vessels titled under the law of a State.

(b) The vessel identification system shall include information prescribed by the
Secretary including-

(1) identifying a vessel;

(2) identifying the owner of the vessel, including-

(A) the owner’s social security number or, if that number is not available,
other means of identification acceptable to the Secretary; or

(B) for an owner other than an individual -

(i) the owner’s taxpayer identification number; or

(ii) if the owner does not have a taxpayer identification number, the
social security number of an individual who is a corporate officer,
general partner, or individual trustee of the owner and who signed
the application for documentation or numbering for the vessel;

(3) identifying the State in which it is titled or numbered;
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(4) indicating whether the vessel is numbered or titled, or both;

(5) if titled in a State, indicating where evidence of a lien or other security
interest may be found against the vessel in that State; and

(6) information assisting law enforcement officials.

(c) The Secretary may maintain information under this chapter in connection with any
other information system maintained by the Secretary.

0 12502. Identification numbers, signal letters, and markings

(a) For the identification of a vessel of the United States, the Secretary of
Transportation-

(1) shall maintain a unique numbering system and assign a number to each vessel
of the United States;

(2) may maintain a system of signal letters for a documented vessel;

(3) shall record a name selected by the owner of a documented vessel approved
by the Secretary as the vessel’s name of record; and

(4) may establish other identification markings.

(b) The manufacturer or owner of a vessel shall affix to the vessel and maintain in the
manner prescribed by the Secretary the number assigned and any other markings the
Secretary may require.

(c) Once a number is assigned under this section, it may not be used by another vessel.

(d) Once a documented vessel’s name is established, the name may not be changed
without the approval of the Secretary.

(e) A person may not tamper with or falsify a number or other marking required under
this section.

8 12503. Information available to the system

(a) Except as provided in subsections (b) and (c) of this section, a State or a State’s
delegee approved by the Secretary of Transportation may make information available to
the Secretary if, in a manner and form prescribed by the Secretary, the State-

(1) identifies the vessel;

(2) identifies the owner of the vessel, including by-
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(A) the owner’s social security number or, if that number is not available,
other means of identification acceptable to the Secretary; or

(B) for an owner other than an individual-

(i) the owner’s taxpayer identification number; or

(ii) if the owner does not have a taxpayer identification number, the social
security number of an individual who is a corporate officer, general partner, or individual
trustee of the owner and who signed the application for documentation or numbering for
the vessel;

(3) identifies the State in which it is titled or numbered;

(4) indicates whether the vessel numbered or titled, or both;

(5) if titled in a State, indicates where evidence of a lien or other security interest
may be found against the vessel in that State;

(5) includes information to assist law enforcement; and

(6) includes other information agreed to by the Secretary and the State.

(b) Except as provided in subsection (c) of this section, the Secretary also may accept
information under conditions and in a manner and form prescribed by the Secretary.

(b) The Secretary shall-

(1) retain information on a vessel with a preferred mortgage under section
3 1322(d) of this title that is no longer titled in a State making information available to the
Secretary under this chapter until the mortgage is discharged or the vessel is sold; and

(2) accept information under section 3 132(h) of this title only if that information
cannot be provided to a State.

0 12504. Information available from the system

For law enforcement or other purposes and under conditions prescribed by the
Secretary of Transportation, the Secretary-

(1) shall make available information in the vessel identification system to a State
making information available under section 12503(a) of this title; and

(2) may make available information in the vessel identification system to others.

3
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@ 12505. Fees

(a) The Secretary of Transportation may charge a fee under section 9701 of title 3 1 for
providing information to or requesting information from the vessel identification from the
vessel identification system, except to-

( 1) an agency; or

(2) a State making information available to the Secretary under section 12503(a)
of this title.

(b) The Secretary shall deposit amounts transferred or collected under this section in
the general fknd of the Treasury as proprietary receipts of the Secretary and ascribed to
the vessel identification system.

Q 12506. Delegation of authority

The Secretary of Transportation may delegate to an agency, a State, or a qualified
person the authority to-

(1) establish and maintain the vessel identification system; and

(2) charge fees under section 12505 of this title to a person making information
available to or requesting information from the vessel identification system.

$j 12507. Penalties

(a) A person shall be fined under title 18, imprisoned for not more than 2 years, or
both, if the person with the intent to defiaud-

(1) provides false information to the Secretary of Transportation or a State
issuing authority regarding the identification of a vessel under this chapter; or

(2) tampers with, removes, or falsifies the unique vessel identification number
assigned to a vessel under section 12502 of this title.

(b) A person is liable to the United States Government for a civil penalty of not more
than $10,000 if the person-

(1) provides false information to the Secretary or a State issuing authority
regarding the identification of a vessel under this chapter;

(2) violates section 12502 of this title; or

(3) fails to comply with requirements prescribed by the Secretary under section
12505 of this title.
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(c) A vessel involved in a violation of this chapter, or regulation under this chapter,
and its equipment, may be seized by, and forfeited to, the Government.

(d) If a person, not an individual, is involved in a violation of this chapter, the
president or chief executive of the person also is subject to any penalty provided under
this section.

5
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TITLE 46, UNITED STATES CODE

CHAPTER 131- RECREATIONAL BOATING SAFETY

Sec.
13 101. State recreational boating safety programs.
13 102. Program acceptance.
13 103. Allocations.
13 104. Availability of allocations
13 105. Computation decisions about State amounts expended.
13 106. Authorization of appropriations.
[13107. Repealed.]
13 108. Computing amounts allocated to States and State records requirements.
13 109. Consultation, cooperation, and regulation.
13 110. National Boating Safety Advisory Council.

0 13101. State recreational boating safety programs

(a) To encourage greater State participation and uniformity in boating safety efforts,
and particularly to pexmit the States to assume the greater share of boating safety
education, assistance, and enforcement activities, the Secretary shall carry out a national
recreational boating safety program. Under this program, the Secretary shall make
contracts with, and allocate and distribute amounts to, eligible States to assist them in
developing, carrying out, and financing State recreational boating safety programs.

(b) The Secretary shall establish guidelines and standards for the program. In doing
so, the Secretary-

(1) shall consider, among other things, factors affecting recreational boating safety
by contributing to overcrowding and congestion of waterways, such as the increasing
number of recreational vessels operating on those waterways and their geographic
distribution, the availability and geographic distribution of recreational boating facilities
in and among applying States, and State marine casualty and fatality statistics for
recreational vessels;

(2) shall consult with the Secretary of the Interior to minimize duplication with
the purposes and expenditures of the Land and Water Conservation Fund Act of 1965 (16
U.S.C. 4601-4-4601-l 1) the Federal Aid in Sport Fish Restoration Act of 1950 (16
U.S.C. 777-777k), and with the guidelines developed under those Acts; and

(3) shall maintain environmental standards consistent with the Coastal Zone
Management Act of 1972 (16 U.S.C. 1451-1464) and other laws and policies of the
United States intended to safeguard the ecological and esthetic quality of the waters and
wetlands of the United States.
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(c) A State whose recreational boating safety program has been approved by the
Secretary is eligible for allocation and distribution of amounts under this chapter to assist
that State in developing, carrying out, and financing its program. Matching amounts shall
be allocated and distributed among eligible States by the Secretary as provided in section
13 103 of this title.

Q 13102. Program acceptance

(a) The Secretary shall make a contract with, and allocate and distribute amounts from
the Boating Safety Account established by section 9504 of the Internal Revenue Code of
1986 to, a State that has an approved State recreational boating safety program, if the
State demonstrates to the Secretary’s satisfaction that-

(1) the program submitted by that State is consistent with this chapter and
chapters 61 and 123 of this title;

(2) amounts distributed will be used to develop and carry out a State recreational
boating safety program containing the minimum requirements of subsection (c) of this
section;

(3) sufficient State matching amounts are available from general State revenue,
undocumented vessel numbering and license fees, State marine fuels taxes, or from a
fimd constituted from the proceeds of those taxes and established to finance a State
recreational boating safety program; and

(4) the program submitted by that State designates a State lead authority or agency
that will carry out or coordinate carrying out the State recreational boating safety program
supported by financial assistance of the United States Government in that State, including
the requirement that the designated State authority or agency submit required reports that
are necessary and reasonable to carry out properly and efficiently the program and that
are in the form prescribed by the Secretary.

(b) Amounts of the Government (except amounts from sources referred to in
subsection (a)(3) of this section) may not be used to provide a State’s share of the costs of
the program described under this section. State matching amounts committed to a
program under this chapter may not be used to constitute the State’s share of matching
amounts required by another program of the Government.

(c) The Secretary shall approve a State recreational boating safety program, and the
program is eligible to receive amounts authorized to be expended under section 13 106 of
this title, if the program includes-

(1) a vessel numbering system approved or carried out by the Secretary under
chapter 123 of this title;
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(2) a cooperative boating safety assistance program with the Coast Guard in that
State;

(3) sufficient patrol and other activity to ensure adequate enforcement of
applicable State boating safety laws and regulations;

(4) an adequate State boating safety education program, that includes the
dissemination of information concerning the hazards of operating a vessel when under the
influence of alcohol or drugs; and

(5) a system, approved by the Secretary, for reporting marine casualties required
under section 6102 of this title.

(d) The Secretary’s approval under this section is a contractual obligation of the
Government for the payment of a proportionate share of the cost of carrying out the
program.

8 13103. Allocations

(a) The Secretary shall allocate amounts available for allocation and distribution under
this chapter for State recreational boating safety programs as follows:

(1) One-third shall be allocated equally each fiscal year among eligible States.

(2) One-third shall be allocated among eligible States that maintain a State vessel
numbering system approved under chapter 123 of this title and a marine casualty
reporting system approved under this chapter so that the amount allocated each fiscal year
to each eligible State will be in the same ratio as the number of vessels numbered in that
State bears to the number of vessels numbered in all eligible States.

(3) One-third shall be allocated so that the amount allocated each fiscal year to
each eligible State will be in the same ratio as the amount of State amounts expended by
the State for the State recreational boating safety program during the prior fiscal year
bears to the total State amounts expended during that fiscal year by all eligible States for
State recreational boating safety programs.

(b) The amount received by a State under this section in a fiscal year may be not more
than one-half of the total cost incurred by that State in developing, carrying out, and
financing that State’s recreational boating safety and facilities improvement program in
that fiscal year.

(c) The Secretary may allocate not more than 5 percent of the amounts available for
allocation and distribution in a fiscal year for national boating safety activities of national
nonprofit public service organizations.

3
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0 13104. Availability of allocations

(a) (1) Amounts allocated to a State shall be available for obligation by that State for a
period of 2 years after the date of allocation.

(2) Amounts allocated to a State that are not obligated at the end of the 2-year
period referred to in paragraph (1) shall be withdrawn and allocated by the Secretary in
addition to any other amounts available for allocation in the fiscal year in which they are
withdrawn or the following fiscal year.

(b) Amounts available to the Secretary for State recreational boating safety programs
for a fiscal year that have not been allocated at the end of the fiscal year shall be allocated
among States in the next fiscal year in addition to amounts otherwise available for
allocation to States for that next fiscal year.

0 13105. Computation decisions about State amounts expended

(a) Consistent with regulations prescribed by the Secretary, the computation by a State
of amounts expended for the State recreational boating safety program shall include-

(1) the acquisition, maintenance, and operating costs of land, facilities, equipment,
and supplies;

(2) personnel salaries and reimbursable expenses;

(3) the cost of training personnel;

(4) public boat safety education;

(5) the costs of carrying out the program; and

(6) other expenses that the Secretary considers appropriate.

(b) The Secretary shall decide an issue arising out of the computation made under
subsection (a) of this section.

0 13106. Authorization of appropriations

(a) (1) Subject to paragraph (2) and subsection (c), the Secretary shall expend in each
fiscal year for State recreational boating safety programs, under contracts with States
under this chapter, an amount equal to the sum of (A) the amount appropriated from the
Boat Safety Account for that fiscal year and (B) the amount transferred to the Secretary
under section 4(b) of the Act of August 9,195O (16 U.S.C. 777c(b)). The amount shall
be allocated as provided under section 13 103 of this title and shall be available for State
recreational boating safety programs as provided under the guidelines established under
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subsection (b) of this section. Amounts authorized to be expended for State recreational
boating safety programs shall remain available until expended and are deemed to have
been expended only if an amount equal to the total amounts authorized to be expended
under this section for the fiscal year in question and all prior fiscal years have been
obligated. Amounts previously obligated but released by payment of a final voucher or
modification of a program acceptance shall be credited to the balance of unobligated
amounts and are immediately available for expenditure.

(2) The Secretary shall use not less than one percent and not more than two
percent of the amount available each fiscal year for State recreational boating safety
programs under this chapter to pay the costs of investigations, personnel, and activities
related to administering those programs.

(b) The Secretary shall establish guidelines prescribing the purposes for which
amounts available under this chapter for State recreational boating safety programs may
be used. Those purposes shall include-

(1) providing facilities, equipment, and supplies for boating safety education and
law enforcement, including purchase, operation, maintenance, and repair;

(2) training personnel in skills related to boating safety and to the enforcement of
boating safety laws and regulations;

(3) providing public boating safety education, including educational programs and
lectures, to the boating community and the public school system;

(4) acquiring, constructing, or repairing public access sites used primarily by
recreational boaters;

(5) conducting boating safety inspections and marine casualty investigations;

(6) establishing and maintaining emergency or search and rescue facilities, and
providing emergency or search and rescue assistance;

(7) establishing and maintaining waterway markers and other appropriate aids to
navigation; and

(8) providing State recreational vessel numbering and titling programs.

(c) Of the amount transferred for each fiscal year to the Secretary of Transportation
under paragraphs (2) and (3) of section 4(b) of the Act of August 9,195O (16 U.S.C.
777c(b)), $5,000,000 is available to the Secretary for payment of expenses of the Coast
Guard for personnel and activities directly related to coordinating and carrying out the
national recreational boating safety program under this title, of which $2,000,000 shall be
available to the Secretary only to ensure compliance with chapter 43 of this title [section
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4301 et seq. Of this title]. No funds available to the Secretary under this subsection may
be used to replace funding traditionally provided through general appropriations, nor for
any purposes except those purposes authorized by this section. Amounts made available
by this subsection shall remain available until expended. The Secretary shall publish
annually in the Federal Register a detailed accounting of the projects, programs, and
activities funded under this subsection.

[g 13107. Repealed. Pub.L. 98-369, Title X, 8 1016(c)(l), July 18,1984,98 State.
10201

fj 13108. Computing amounts allocated to States and State records requirements

(a) Amounts allocated and distributed under section 13 103 of this title shall be
computed and paid to the States as follows:

(1) During the second quarter of a fiscal year and on the basis of computations
made under section 13 105 of this title and submitted by the States for the preceding fiscal
year, the Secretary shall determine the percentage of the amounts available to which each
eligible State is entitled for the next fiscal year.

(2) Notice of the percentage and of the dollar amount, if it can be determined, for
each State shall be provided to the States at the earliest practicable time.

(3) If the Secretary determines that an amount made available to a State for a prior
fiscal year is greater or less than the amount that should have been made available to the
State for the prior fiscal year, because of later or more accurate State expenditure
information, the amount for the current fiscal year may be increased or decreased by the
appropriate amount.

(b) The Secretary shall schedule the payment of amounts, consistent with the program
purposes and applicable regulations prescribed by the Secretary of the Treasury, to
minimize the time elapsing between the transfer of amounts from the Treasury and the
subsequent disbursement of the amounts by a State.

(c) The Secretary shall notify a State authority or agency that further payments will be
made to the State only when the program complies with the prescribed standards or a
failure to comply substantially with standards is corrected if the Secretary, after
reasonable notice to the designated State authority or agency, finds that-

(1) the State recreational boating safety program submitted by the State and
accepted by the Secretary has been so changed that it no longer complies with this
chapter or standards prescribed by regulations; or

(2) in carrying out the State recreational boating safety program, there has been a
failure to comply substantially with the standards prescribed by regulations.

6
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(d) The Secretary shall provide for the accounting, budgeting, and other fiscal
procedures that are necessary and reasonable to carry out this section properly and
efficiently. Records related to amounts allocated under this chapter shall be made
available to the Secretary and the Comptroller General to conduct audits.

0 13109. Consultation, cooperation, and regulation

(a) In carrying out responsibilities under this chapter, the Secretary may consult with
State and local governments, public and private agencies, organizations and committees,
private industry, and other persons having an interest in boating safety.

(b) The Secretary may advise, assist, and cooperate with the States and other interested
public and private agencies in planning, developing, and carrying out boating safety
programs. Acting under section 141 of title 14, the Secretary shall ensure that fullest
cooperation between the State and United States Government authorities in promoting
boating safety by making agreements and other arrangements with States when possible.
Subject to chapter 23 of title 14, the Secretary may make available, on request of a State,
the services of members of the Coast Guard Auxiliary to assist the State in promoting
boating safety on State waters.

(c) The Secretary may prescribe regulations to cany out this chapter.

0 13110. National Boating Safety Advisory Council

(a) The Secretary shall establish a National Boating Safety Advisory Council. The
Council shall consist of 21 members appointed by the Secretary, whom the Secretary
considers to have a particular expertise, knowledge, and experience in recreational
boating safety.

(b) (1) The membership of the Council shall consist of-

(A) 7 representatives of State officials responsible for State boating safety
programs;

(B) 7 representatives of recreational vessel manufacturers and associated
equipment manufacturers; and

(C) 7 representatives of national recreational boating organizations and from
the general public, at lest 5 of whom shall be representatives of national recreational
boating organizations.

(2) Additional individuals from the sources referred to in paragraph (1) of this
subsection may be appointed to panels of the Council to assist the Council in performing
its duties.
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(3) At least once a year, the Secretary shall publish a notice in the Federal
Register soliciting nominations for membership on the Council.

(c) In addition to the consultation required by section 4302 of this title, the Secretary
shall consult with the Council on other major boating safety matters related to this
chapter. The Council may make available to Congress information, advice, and
recommendations that the Council is authorized to give to the Secretary.

(d) When attending meetings of the Council, a member of the Council or a panel may
be paid at a rate not more than the rate for GS- 18. When serving away from home or
regular place of business, the member may be allowed travel expenses, including per
diem in lieu of subsistence as authorized by section 5703 of title 5 for individuals
employed intermittently in the Government service. A payment under this section does
not make a member of the Council an officer or employee of the United States
Government for any purpose.

(e) The Council shall terminate on September 30,200O.

8



Enclosure (6) to COMDTPUB P16755.3A

CODE OF FEDERAL REGULATIONS - TITLE 33
NAVIGATION AND NAVIGABLE WATERS

PART 173 - VESSEL NUMBERING AND CASUALTY AND ACCIDENT REPORTING

Subpart A - General

173.1 Purpose.
173.3 Definitions.

Subpart B - Numbering

173.1 1 Applicability.
173.13 Exemptions.
173.15 Vessel number required.
173.17 Reciprocity.
173.19 Other numbers prohibited.
173.2 1 Certificate of number required.
173.23 Inspection of certificate.
173.25 Location of certificate of number.
173.27 Numbers: Display; size; color.
173.29 Notification to issuing authority.
173.3 1 Surrender of certificate of number.
173.33 Removal of number.
173.35 Coast Guard validation sticker.

Subpart C - Casualty and Accident Reporting

173.5 1 Applicability.
173.53 Immediate notification of death or disappearance.
173.55 Reporting of casualty or accident.
173.57 Casualty or accident report.
173.59 Where to report.

Subpart D - Issue of Certificate of Number

173.71 Application for certificate of number.
173.73 Duplicate certificate of number.
173.75 Temporary certificate.
173.77 Validity of certiticate of number.
173.79 Expiration of Coast Guard certificate of number.
173.81 Coast Guard forms for numbering and casualty repotting.
173.83 Availability of Coast Guard forms.
173.85 Coast Guard fees.

Appendix A - Issuing Authorities and Reporting Authorities

Authority: 46 U.S.C. 6101, 12302; 49 CFR 1.46.
Source: CGD 72-54R. 37 FR 2 1399, Oct. 7, 1972, unless otherwise noted.
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Subpart A - General

6 173.1 Purpose.

This part prescribes requirements for numbering vessels and for reporting casualties and accidents to
implement sections 6 10 1,6102, 1230 1 and 12302 of Title 46, United States Code.

[CGD 89-048,54 FR 27002, June 27, 19891

8 173.3 Definitions.

As used in this part:
(a) [Reserved]
(b) Issuing aufhority means a State that has a numbering system approved by the Coast Guard or the

Coast Guard where a number system has not been approved. Issuing authorities are listed in Appendix A
of this part.

(c) Operator means the person who is in control or in charge of a vessel while it is in use.
(d) Owner means a person who claims lawful possession of a vessel by virtue of legal title or equitable

interest therein which entitles him to such possession.
(e) Person means an individual, firm, partnership, corporation, company, association, joint-stock

association, or governmental entity and includes a trustee, receiver, assignee, or similar representative of
any of them.

(0 Reporting authority means a State that has a numbering system approved by the Coast Guard or the
Coast Guard where a numbering system has not been approved. Reporting authorities are listed in
Appendix A of this part.

(g) State means a State of the United States, the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, American Samoa, and the District of Columbia.

(h) State ofprincipal use means the State on whose waters a vessel is used or to be used most during a
calendar year.

(i) Use means operate, navigate, or employ.

[CGD 72-54R, 37 FR 21399, October 7,1972, as amended by CGD 77-117A, 43 FR 17941, Apr. 17,
1978; CGD 89-048,54  FR 2702, June 27,1989]

Subpart B - Numbering

8 173.11 Applicability.

This subpart applies to each vessel equipped with propulsion machinery of any type used on waters
subject to the jurisdiction of the United States and on the high seas beyond the territorial seas for vessels
owned in the United States except:

(a) Foreign vessels temporarily using waters subject to U.S. jurisdiction;
(b) Military or public vessels of the United States, except recreational-type public vessels;
(c) A vessel whose owner is a State or subdivision thereof, which is used principally for governmental

purposes, and which is clearly identifiable as such;
(d) Ships’ lifeboats;
(e)A vessel which has or is required to have a valid marine document as a vessel of the United States.
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6 173.13 Exemptions.

Where the Coast Guard issues numbers, the following classes of vessels are exempt, under Section
12303 of Title 46, United States Code, from the numbering provisions of Sections 12301 and 12302 of
Title 46, United States Code, and this part:

(a) A vessel that is used exclusively for racing.
(b) A vessel equipped with propulsion machinery of less than 10 horsepower that:
(1) Is owned by the owner of a vessel for which a valid certificate of number has been issued;
(2) Displays the number of that numbered vessel followed by the suffix “1” in the manner prescribed

in $ 173.27; and
(3) Is used as a tender for direct transportation between that vessel and the shore and for no other

purpose.

0 173.15 Vessel number required.

(a) Except as provided in 8 173.17, no person may use a vessel to which this part applies unless:
(1) It has a number issued on a certificate of number by the issuing authority in the State in which the

vessel is principally used; and
(2) The number is displayed as described in 4 173.27.
(b) This section does not apply to a vessel for which a valid temporary certificate has been issued to its

owner by the issuing authority in the State in which the vessel is principally used.

0 173.17 Reciprocity.

(a) Section 12302(c) of Title 46, United States Code, states:

When a vessel is numbered in a State, it is deemed in compliance with the numbering system of a State
in which it temporarily is operated.

(b) Section 12302(d) of Title 46, United States Code, states:

When a vessel is removed to a new State of principal operation, the issuing authority of that State shall
recognize the validity of the number issued by the original State for 60 days.

[CGD 89-048,54  FR 27002, June 27, 19891

8 173.19 Other numbers prohibited.

No person may use a vessel to which this part applies that has any number that is not issued by an
issuing authority for that vessel on its forward half.

0 173.21 Certificate of number required.

(a) Except as provided in $0 173.13 and 173.17, no person may use a vessel to which this part applies
unless it has on board:

(1) A valid certificate of number or temporary certificate for that vessel issued by the issuing authority
in the State in which the vessel is principally used; or

3
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(2) For the vessel described in paragraph (b) of this section, a copy of the lease or rental agreement,
signed by the owner or his authorized representative and by the person leasing or renting the vessel, that
contains at least:

(i) The vessel number that appears on the certificate of number; and
(ii) The period f to ime for which the vessel is leased or rented.

(b) Section 12304(a) of Title 46, United States Code, states in part: The certificate of number for a
vessel less than 26 feet in length and leased or rented to another for the latter’s noncommercial operation
of less than 7 days may be retained on shore by the vessel’s owner or representative at the place from
which the vessel departs or returns to the possession of the owner or the owner’s representative.

[CGD 72-54R, 37 FR 2 1399, Oct. 7,1972,  as amended by CGD 77-117A, 43 FR 1794 1, Apr. 27,1978;
CGD 89-048,54 FR 27002, June 27,1989]

Q 173.23 Inspection of certificate.

Each person using a vessel to which this part applies shall present the certificate or lease or rental
agreement required by $173.21 to any Federal, State, or local law enforcement off&r for inspection at his
request.

6 173.25 Location of certificate of number.

No person may use a vessel to which this part applies unless the certificate or lease or rental agreement
required by $173.2 1 is carried on board in such a manner that it can be handed to a person authorized
under $173.23 to inspect it.

0 173.27 Numbers: Display; size; color.

(a) Each number required by $173.15 must:
(1) Be painted on or permanently attached to each side of the forward half of the vessel except as

allowed by paragraph (b) or required by paragraph (c) of this section;
(2) Be in plain vertical block characters of not less than 3 inches in height;
(3) Contrast with the color of the background and be distinctly visible and legible;
(4) Have spaces or hyphens that are equal to the width of a letter other than “I” or a number other than

“1” between the letter and number groupings (Example: DC 5678 EF or DC-5678-EF); and
(5) Read from left to right.
(b) When a vessel is used by a manufacturer or by a dealer for testing or demonstrating, the number

may be painted on or attached to removable plates that are temporarily but firmly attached to each side of
the forward half of the vessel.

(c) On vessels so configured that a number on the hull or superstructure would not be easily visible,
the number must be painted on or attached to a backing plate that is attached to the forward half of the
vessel so that the number is visible from each side of the vessel.

(d) Each number displayed on a tender exempted under $173 .13 must meet the requirements of
paragraph (a) of this section and have a space or hyphen that is equal to the width of a letter other than “I”
or a number other than “1” between the suffix and the number. (Example: DC 5678 EF 1 or DC5678-
EF- 1.)

8 173.29 Notification to issuing authority.

4
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A person whose name appears as the owner of a vessel on a certificate of number shall, within 15 days,
notify the issuing authority in a manner prescribed by the issuing authority of:

(a) Any change in his address;
(b) The theft or recovery of the vessel;
(c) The loss or destruction of a valid certificate of number;
(d) The transfer of all or part of his interest in the vessel; and
(e) The destruction or abandonment of the vessel.

8 173.31 Surrender of certificate of number.

A person whose name appears as the owner of a vessel on a certificate of number shall surrender the
certificate in a manner prescribed by the issuing authority within 15 days after it becomes invalid under
paragraph (b), (c), (d), or (e) of $173.77.

Q 173.33 Removal of number.

The person whose name appears on a certificate of number as the owner of a vessel shall remove the
number and validation sticker from the vessel when:

(a) The vessel is documented by the Coast Guard;
(b) The certificate of number is invalid under paragraph (c) of 0 173.77; or
(c) The vessel is no longer principally used in the State where the certificate was issued.

0 173.35 Coast Guard validation sticker.

No person may use a vessel except a vessel exempted in 0 173.13 that has a number issued by the Coast
Guard unless it has the validation sticker issued with the certificate of number displayed within 6 inches
of the number.

Subpart C - Casualty and Accident Reporting

Q 173.51 Applicability.

(a) This subpart applies to each vessel used on waters subject to the jurisdiction of the United States
and on the high seas beyond the territorial seas for vessels owned in the United States that:

(1) Is used by its operator for recreational purposes; or
(2) Is required to be numbered under this part.
(b) This subpart does not apply to a vessel subject to inspection under Title 46 U.S.C. Chapter 33.

.

[CGD 72-54R, 37 FR 21399, Oct. 7,1972,  as amended by CGD 84-099,52 FR 47533, Dec. 14,1987]

Q 173.53 Immediate notification of death or disappearance.

(a) When, as a result of an occurrence that involves a vessel or its equipment, a person dies or
disappears from a vessel, the operator shall, without delay, by the quickest means available, notify the
nearest reporting authority listed in Appendix A of this part of:

(1) The date, time, and exact location of the occurrence;
(2) The name of each person who dies or disappeared;
(3) The number and name of the vessel; and
(4) The names and addresses of the owner and operator.
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(b) When the operator of a vessel cannot give the notice required by paragraph (a) of this section, each
person on board the vessel shall notify the casualty reporting authority or determine that the notice has
been given.

6 173.55 Report of casualty or accident.

(a) The operator of a vessel shall submit the casualty or accident report prescribed in $173.57 to the
reporting authority prescribed in 5 173.59 when, as a result of an occurrence that involves the vessel or its
equipment:

( 1) A person dies;
(2) A person is injured and requires medical treatment beyond first aid;
(3) Damage to the vessel and other property totals more than $500 or there is a complete loss of the

vessel; or
(4) A person disappears from the vessel under circumstances that indicate death or injury.
(b) A report required by this section must be made:
(1) Within 48 hours of the occurrence if a person dies within 24 hours of the occurrence;
(2) Within 48 hours of the occurrence if a person is injured and requires medical treatment beyond fast

aid, or disappears from a vessel; and
(3) Within 10 days of the occurrence or death if an earlier report is not required by this paragraph.
(c) When the operator of a vessel cannot submit the casualty or accident report required by paragraph

(a) of this section, the owner shall submit the casualty or accident report.

[CGD 72-54R, 37 FR 21399, Oct. 7, 1972, as amended by CGD 76- 155,44 FR 5308, Jan. 25, 1979; CGD
82-015,54 FR 5610, Feb. 6, 19891

6 173.57 Casualty or accident report.

Each report required by Q 173.55 must be in writing, dated upon completion, and signed by the person
who prepared it and must contain, if available, at least the following information about the casualty or
accident:

(a) The numbers and names of each vessel involved.
(b) The name and address of each owner of each vessel involved.
(c) The name of the nearest city or town, the county, the State, and the body of water.
(d) The time and date the casualty or accident occurred.
(e) The location on the water.
(f) The visibility, weather, and water conditions.
(g) The estimated air and water temperatures.
(h) The name, address, age, or date of birth, telephone number, vessel operating experience, and

boating safety training of the operator making the report.
(i) The name and address of each operator of each vessel involved.
(j) The number of persons on board or towed on skis by each vessel.
(k) The name, address, and date of birth of each person injured or killed.
(1) The cause of each death.
(m) Weather forecasts available to, and weather reports used by, the operator before and during the use

of the vessel.
(n) The name and address of each owner of property involved.
(0) The availability and use of personal flotation devices.
(p) The type and amount of each fire extinguisher used.
(q) The nature and extent of each injury.
(r) A description of all property damage and vessel damage with an estimate of the cost of all repairs.
(s) A description of each equipment failure that caused or contributed to the cause of the casualty.

6
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(t) A description of the vessel casualty or accident.
(u) The type of vessel operation (cruising, drifting, fishing, hunting, skiing, racing, or other), and the

type of accident (capsizing, sinking, fire, or explosion or other).
(v) The opinion of the person making the report as to the cause of the casualty, including whether or

not alcohol or drugs, or both, was a cause or contributed to causing the casualty.
(w) The make, model, type (open, cabin, house, or other), beam width at widest point, length, depth

from transom to keel, horsepower, propulsion (outboard, inboard, inboard outdrive, sail, or other), fuel
(gas, diesel, or other), construction (wood, steel, aluminum, plastic, fiberglass, or other), and year built
(model year), of the reporting operator’s vessel.

(x) The name, address, and telephone number of each witness.
(y) The manufacturer’s hull identification number, if any, of the reporting operator’s vessel.
(z) The name, address, and telephone number of the person submitting the report.

[CGD 72-54R, 37 FR 21399, Oct. 7,1972, as amended by CGD 84-099,52 FR 47533, Dec. 14,1987]

0 173.59 Where to report.

A report required by $173.55 must be submitted to:
(a) The reporting authority listed in Appendix A of this part where the vessel number was issued, or, if

the vessel has no number, where the vessel is principally used; or
(b) The reporting authority where the casualty or accident occurred, it is occurred outside the State

where the vessel is numbered or principally used.

Subpart D - Issue of Certificate of Number

8 173.71 Application for certificate of number.

Any person who is the owner of a vessel to which $173.11 applies may apply for a certificate of
number for that vessel by submitting to the issuing authority, listed in Appendix A of this part, where the
vessel will principally be used:

(a) An application on a form and in a manner prescribed by the issuing authority; and
(b) The fee required by the issuing authority.

Q 173.73 Duplicate certificate of number.

If a certificate of number is lost or destroyed, the person whose name appears on the certificate as the
owner may apply for a duplicate certificate by submitting to the issuing authority that issued the
certificate:

(a) An application on a form or in a manner prescribed by the issuing authority; and
(b) The fee required by the issuing authority, if any.

8 173.75 Temporary certificate.

A temporary certificate valid for not more than 60 days after it is issued may be issued by an issuing
authority pending the issue of a certificate of number. A temporary certificate is not valid after the date
that the owner receives the certificate of number from the issuing authority.

8 173.77 Validity of certificate of number.

(a) Except as provided in paragraphs (b), (c), (d), and (e) of this section, a certificate of number is valid
until the date of expiration prescribed by the issuing authority.

7
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(b) A certificate of number issued by an issuing authority is invalid after the date upon which:
(1) The vessel is documented or required to be documented under Part 67 of Title 46, Code of Federal

Regulations;
(2) The person whose name appears on the certificate of number as owner of the vessel transfer all of

his ownership in the vessel; or
(3) The vessel is destroyed or abandoned.
(c) A certificate of number issued by an issuing authority is invalid if:
(1) The application for the certificate of number contains a false or fraudulent statement; or
(2) The fees for the issuance of the certificate of number are not paid.
(d) A certificate of number is invalid 60 days after the day on which the vessel is no longer principally

used in the State where the certificate was issued.
(e) The certificate of number is invalid when the person whose name appears on the certificate

involuntarily loses his interest in the numbered vessel by legal process.

0 173.79 Expiration of Coast Guard certificate of number.

A certificate of number issued by the Coast Guard expires 3 years from the date it is issued.

Q 173.81 Coast Guard forms for numbering and casualty reporting.

(a) In a State where the Coast Guard is the issuing authority, the following Coast Guard forms must be
used:

(1) Each application for a certificate of number or renewal must be made on two-part Form (X-3876
and 3876A, Application for Number and Temporary Certificate.

(2) Each notification required by $173.29(b) must be made on Form CG-2921, Notification of Change
in Status of Vessel.

(3) Each notification required by $173.29(a) must be made on Form CG-3920, Change of Address
Notice.

(4) Each notification required by 0 173.29(c) must be made in writing.
(5) Each application for a duplicate certificate of number must be made on twopart Form CG-3919

and CG-3919A, Application for Duplicate Certificate of Number and Temporary Duplicate Certificate.
(6) Each vessel casualty required to be reported by $173.55 must be made on Form Cg-3865.
(b) Each surrender of a certificate of number required by Q 173.3 1 may be made in any form but must

contain a written statement as to why the certificate is being surrendered.

@ 173.83 Availability of Coast Guard forms.

In a State where the Coast Guard is the issuing authority, forms required by $173.81 are available at all
manned Coast Guard shore units, except light and loran stations and except for Form CG-3865, at all
first- and second-class and some third- and fourth-class post of&es.

8 173.85 Coast Guard fees.

(a) In a State where the Coast Guard is the issuing authority the fees for numbering are:

(1) Original number and two validation stickers --$6;
(2) Renewal of number and two validation stickers--$6;
(3) Duplicate certificate of number--$1 ; and
(4) Replacement of lost or destroyed validation sticker-$0.25 each.

8
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(b) Fees must be paid by check or money order made payable to the “U.S. Coast Guard,” except when
the application is made in person by the owner, the fee may be paid in cash.

APPENDIX A - ISSUING AUTHORITIES AND REPORTING AUTHORITIES

(a) The State is the issuing authority and reporting authority in:

STATE

Alabama - AL.
American Samoa - AS.
Arizona - AZ.
Arkansas - AR.
California - CF.
Colorado - CL.
Connecticut - CT.
Delaware - DL.
District of Columbia - DC.
Florida - FL.
Georgia - GA.
Guam-GM.
Hawaii - HA.
Idaho - ID.
Illinois - IL.
Indiana - IN.
Iowa - IA.
Kansas - KA.
Kentucky - KY.
Louisiana - LA.
Maine - ME.
Maryland - MD.
Massachusetts - MS.
Michigan - MC.
Minnesota - MN. .
Mississippi - MI.
Missouri - MO.

Montana - MT.
Nebraska - NH.
Nevada - NV.
New Hampshire - NH.
New Jersey - NJ.
New Mexico - NM.
New York - NY.
North Carolina - NC.
North Dakota - ND.
Ohio - OH.
Oklahoma - OK.
Oregon - OR.
Pennsylvania - PA.
Puerto Rico - PR.
Rhode Island - RI.
South Carolina - SC.
South Dakota - SD.
Tennessee - TN.
Texas - TX.
Utah - u-r.
Vermont - VT.
Virginia - VA.
Virgin Islands - VI.
Washington - WN.
West Virginia - WV.
Wisconsin - WS.
Wyoming - WY.

(b) The Coast Guard is the issuing authority and reporting authority in:

STATE

Alaska - AK.

(c) The abbreviations following the names of the State listed in paragraphs (a) and (b) are the two
capital letters that must be used in the number format to denote the State of principal use as prescribed in
5 174.23 of this chapter.

[CGD 72-54R, 37 FR 21399, Oct. 7,1972, as amended by CGD 76-076,41 FR 23401, June 10,1976;
CGD 89-048,54  FR 27002, June 27, 19891

9
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PART 174 - STATE NUMBERING AND CASUALTY REPORTING SYSTEMS

Subpart A - General

174.1 Applicability.
174.3 Definitions.
174.5 Requirements for approval.
174.7 Approval procedure.

Subpart B - Numbering System Requirements

174.11
174.13
174.14
174.15
174.17
174.19
174.21
174.23
174.25
174.27
174.29
174.31

Applicability of State numbering system.
Owner or operator requirements.
State numbering system optional sections.
Validation stickers.
Contents of application for certificate of number.
Contents of a certificate of number.
Contents of temporary certificate.
Form of number.
Size of certificate of number.
Duration of certificate of number.
Temporary certificate of number.
Terms and conditions for vessel numbering.

Subpart C - Casualty Reporting System Requirements

174.10 1 Applicability of State casualty reporting system.
174.103 Administration..
174.105 Owner or operator casualty reporting requirements.
174.106 State casualty reporting system optional sections.
174.107 Contents of casualty or accident report form.

Subpart D - State Reports

174.12 1 Forwarding of casualty or accident reports.
174.123 Annual report of numbered vessels.
174.125 Coast Guard address.

Authority: 46 U.S.C. 6101, 12302; 49 CFR 1.46.

Source: CGD 72-54R, 37 FR 21402, Oct. 7, 1972, unless otherwise noted.

Subpart A - General

Q 174.1 Applicability.

This part establishes a standard numbering system for vessels and a uniform vessel casualty reporting
system for vessels by prescribing requirements applicable to the States for the approval of State
numbering systems.

11
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Q 174.3 Definitions.

As used in this part:
Operator means the person who is in control or in charge of a vessel while it is in use.
Owner means a person who claims lawful possession of a vessel by virtue of legal title or equitable

interest therein which entitles him to such possession.
Reporting authority means a State where a numbering system has been approved by the Coast Guard or

the Coast Guard where a numbering system has not been approved. Reporting authorities are listed in
Appendix A of Part 173 of this chapter.

[CGD 72-54R, 37 FR 21402, Oct. 7,1972, as amended by CGD 96-026,61 FR 33669, June 28, 1996;
CGD 97-023,62 FR 33365, June 19, 19971

Q 174.5 Requirements for approval.

The Commandant approves a State numbering system if he finds, after examination of the information
submitted by a State, that the State numbering system and vessel casualty reporting system meet the
requirements of this part, 46 U.S.C. 6102, and 46 U.S.C. Chapter 123:

[CGD 97-023,62 FR 33365, June 19,1997, as amended by USCG-1998-3799,63 FR 35533, June 30,
19981

0 174.7 Approval procedure.

To obtain approval by the Commandant of a numbering system or of any revision to a numbering
system, an authorized representative of the State must submit three copies of the State laws, regulations,
forms, and policy statements, if any, that pertain to the numbering system or revision to Offke of Boating
Safety, 2100 Second Street, SW., Washington, DC 20593-0001.

[CGD 72-54R, 37 FR 21402, Oct. 7.1972, as amended by CGD 82-010,48 FR 8273, Feb. 28,1983;
CGD 88-052,53 FR 25122, July 1,1988; CGD 96-026,61 FR 33669, June 28,1996]

Subpart B - Numbering System Requirements

0 174.11 Applicability of State numbering system.

(a) Except as allowed in paragraph (c) of this section, a State numbering system must require the
numbering of vessels to which $173.11 of this chapter applies.

(b) A State numbering system may require the numbering of any vessel subject to the jurisdiction of
the State unless prohibited by the regulations in Part 173 of this chapter.

(c) A State numbering system may exempt from its numbering requirements any vessel or class of
vessels to which 6 173.13 of this chapter applies.

8 174.13 Owner or operator requirements.

A State numbering system must contain the requirements applicable to an owner or a person operating
a vessel that are prescribed in the following sections of Part 173:

(a) Paragraph (a) of $173.15 Vessel number required.
(b) Section 173.19 Other numbers prohibited.

12
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(c) Paragraph (a) 6 173.21 Cert@zate of number required.
(d) Section 173.23 Inspection of certljkate.
(e) Section 173.25 Location of certificate of number.
(f) Section 173.29 Notification of issuing authority.
(g) Section 173.71 Application for certijkate of number.
(h) Section 173.73 Duplicate certificate of number.
(i) Section 173.77 Validity of certijicate  of number.

(46 U.S.C. 1451, 1467, 1488; 49 CFR 1.46(n)(l))

[CGD 77- 117,44 FR 42 195, July 19, 19791

0 174.14 State numbering system optional sections.

ln addition to the requirements in $174.13, a State numbering system may contain any of the other
requirements applicable to a vessel owner or operator prescribed in Part 173.

(46 U.S.C. 1451, 1467, 1488; 49 CFR 1.46(n)(l))

[CGD 77-l 17,44 FR 42195, July 19,1979, as amended by USCG-1999-5832,64 FR 34715, June 29,
199911

0 174.15 Validation stickers.

(a) If a State issues validation stickers, its numbering system must contain the requirements that
stickers must be displayed within 6 inches of the number and the stickers must meet the requirements in
paragraphs (b) and (c) of this section.

(b) Validation stickers must be approximately 3 inches square.
(c) The year in which each validation sticker expires must be indicated by the colors, blue,

international orange, green, and red, in rotation beginning with blue for stickers that expire in 1973.

6 174.17 Contents of application for certificate of number.

(a) Each form for application for a certificate of number must contain the following information:
(1) Name of the owner.
(2) Address of the owner, including ZIP code.
(3)-(4) [Re--=dl
(5) State in which vessel is or will be principally used.
(6) The number previously issued by an issuing authority for the vessel, if any.
(7) Whether the application is for a new number, renewal of a number, or transfer of ownership.
(8) Whether the vessel is used for pleasure, rent or lease, dealer or manufacturer demonstration,

commercial passenger carrying, commercial fishing, or other commercial use.
(8) Make of vessel.
(9) Year vessel was manufactured or model year.
(10) Manufacturer’s hull identification number, if any.
(11) Overall length of vessel.
(12) Type of vessel (open, cabin, house, or other).
(13) Whether the hull is wood, steel, aluminum, fiberglass, plastic, or other.
( 14) Whether the propulsion is inboard, outboard, inboardoutdrive,  sail or other.
(15) Whether the fuel is gasoline, diesel, or other.

13
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(16) The signature of the owner.

(b) An application made by a manufacturer or dealer for a number that is to be temporarily affixed to a
vessel for demonstration or test purposes may omit items 9 through 16 of paragraph (a) of this section.

(c) An application made by a person who intends to lease or rent the vessel without propulsion
machinery may omit items 15 and 16 of paragraph (a) of this section.

[CGD 79-087,47  FR 8176, Feb. 25, 19821

5 174.19 Contents of a certificate of number.

(a) Except as allowed in paragraphs (b), (c), and (d) of this section, each certificate of number must
contain the following information:

(1) Number issued to the vessel.
(2) Expiration date of the certificate.
(3) State of principal use.
(4) Name of the owner.
(5) Address of owner, including ZIP code.
(6) Whether the vessel is used for pleasure, rent or lease, dealer or manufacturer demonstration,

commercial passenger carrying, commercial fishing or other commercial use.
(6) Manufacturer’s hull identification number (if any).
(7) Make of vessel.
(8) Year vessel was manufactured.
(9) Overall length of vessel.
(10) Whether the vessel is an open boat, cabin cruiser, houseboat, or other type.
(11) Hull material.
(12) Whether the propulsion is inboard, outboard, inboardoutdrive, or sail.
(13) Whether the fuel is gasoline, diesel, or other.

(b) A certificate of number issued to a vessel that has a manufacturer’s hull identification number
assigned, may omit items 8 through 14 of paragraph (a) of this section if the manufacturer’s hull
identification number is plainly marked on the certificate.

(c) A certificate of number issued to a manufacturer or dealer to be used on a vessel for test or
demonstration purposes may omit items 7 through 14 of paragraph (a) of this section if the word
“manufacturer” or “dealer’* is plainly marked on the certificate.

(d) A certificate of number issued to a vessel that is to be rented or leased without propulsion
machinery may omit items 13 and 14 of paragraph (a) of this section if the words “livery vessel” are
plainly marked on the certificate.

(e) An issuing authority may print on the certificate of number a quotation of the State regulations
pertaining to change of ownership or address, documentation, loss, discovery of vessel, carriage of the
certificate of number on board when the vessel is in use, rendering aid in a vessel accident, and reporting
of vessel casualties and accidents.

(46 U.S.C. 1451, 1467, 1488; 49 CFR 1.46(n)(l))

[CGD 72-54R, 37 FR 2 1402, Oct. 7.1972, as amended by CGD 77-117,44 FR 42195, July 19.1979;
USCG-1999-5832,64 FR 34715, June 29,1999]
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Q 174.21 Contents of temporary certificate.

A temporary certificate issued pending the issuance of a certificate of number must contain the
following information:

(a) Make of vessel.
(b) Length of vessel.
(c) Type of propulsion.
(d) State in which vessel is principally used.
(e) Name of owner.
(f) Address of owner, including ZIP code.
(g) Signature of owner.
(h) Date of issuance.
(i) Notice to the owner that the temporary certificate is invalid after 60 days from the date of issuance.

8 174.23 Form of number.

(a) Each number must consist of two capital letters denoting the State of the issuing authority, as
specified in Appendix A of Part 173 of this chapter, followed by--

(1) Not more than four numerals followed by not more than two capital letters (example: NH 1234
BD); or

(2) Not more than three numerals followed by not more than three capital letters (example: WN 567
EFG).

(b) A number sufftx must not include the letters “I“, “O”, or “Q,” which may be mistaken for
numerals.

Q 174.25 Size of certificate of number.

Each certificate of number must be approximately 2 ‘/1 by 3 % inches.

Q 174.27 Duration of certificate of number.

(a) A certificate of number must not be valid for more than 3 years.

8 174.29 Temporary certificate of number.

A State may issue a temporary certificate of number that is effective for not more than 60 days.

Q 174.31 Terms and conditions for vessel numbering.

A State numbering system may condition the issuance of a certificate of number on-

(a) Title to, or other proof of ownership of a vessel except a recreational type public vessel of the
United States; or

(b) The payment of State or local taxes, except for a recreational-type public vessel of the United
States.

Subpart C - Casualty Reporting System Requirements

15
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8 174.101 Applicability of State casualty reporting system.

(a) A State casualty reporting system must require the reporting of vessel casualties and accidents
involving vessels to which $173.51 of this chapter applies.

(b) The State casualty reporting system may also require vessel casualty or accident reports for
property damage in amounts less than that required under 6 173.55 of this chapter.

(46 U.S.C. 1486; 49 CFR 1.46(n)(l))

[CGD 72-54R, 37 FR 21402, Oct. 7,1972, as amended by CGD 76-155,44 FR 5309, Mar. 25,1979;
CGD 82-015,54 FR 5610, Feb. 6, 19891

Q 174.103 Administration.

The State casualty reporting system must be administered by a State agency that-

(a) Will provide for the reporting of all casualties and accidents prescribed in § 173.55 of this chapter;
(b) Receives reports of vessel casualties or accidents required in 0 174.101;
(c) Reviews each accident and casualty report to assure the accuracy and completeness of each report;
(d) Determines the cause of casualties and accidents reported based on information available and

indicates the apparent cause on the casualty report or on an attached page;
(e) Notifies the Coast Guard, in writing, when a problem area in boating safety peculiar to the State is

determined, together, with corrective measures instituted or recommended; and
(f) Reports on vessel numbering and vessel casualties and accidents as required in Subpart D of this

Part*

(46 U.S.C. 1486; 49 CFR 1.46(n)( 1))

[CGD 72-54R, 37 FR 21402, Oct. 7, 1972, as amended by CGD 76-155,44 FR 5309, Mar. 25, 19791

0 174.105 Owner or operator casualty reporting requirements.

A State casualty reporting system must contain the following requirements of Part 173
applicable to an owner or a person operating a vessel:

(a) Section 173.55 Report of casualty or accident.
(b) Section 173.57 Casualty or accident report.
(c) Section 173.59 Where to report.

(46 U.S.C. 1451, 1467, 1488; 49 CFR 1.46(n)(l))

[CGD 77- 117,44 FR 42 195, July 19, 19791

Q 174.106 State casualty reporting system optional sections.

In addition to the requirements in $174.105, a State casualty reporting system may contain any of the
other requirements applicable to a vessel owner or operator prescribed in Part 173.

(46 U.S.C. 145 1, 1467, 1488; 49 CFR 1.46(n)( 1))
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[CGD 77-117,44 FR 42195, July 19,1979, as amended by USCG-1999-5832,64 FR 34715,
June 29, 19991

8 174.107 Contents of casualty or accident report form.

Each form for reporting a vessel casualty or accident must contain the information required in
0 173.57 of this chapter.

Subpart D - State Reports

Q 174.12 1 Forwarding of casualty or accident reports.

Within 30 days of the receipt of a casualty or accident report, each State that has an approved
numbering system must forward a copy of that report to the Commandant (G-OCC), U.S. Coast
Guard, 2100 Second Street, SW., Washington, DC 20593-0001.

[USCG-1998-3799,63  FR 35533, June 30,1998]

5 174.123 Annual report of numbered vessels.

Before March 1 of each year, each State that has an approved numbering system must prepare
and submit Coast Guard Form CGHQ-3923, Report of Certificates of Number Issued to Boats, to
the Coast Guard.

6 174.125 Coast Guard address.

The report required by 6 174.123 must be sent to the OfTice of Boating Safety, 2100 Second
Street SW., Washington, DC 20593-0001.

[CGD 88-052,53 FR 25 122, July 1,1988, as amended by CGD 96-026,61 FR 33669, June 28,
19961
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PART IS-UNIFORM ADMINISTRATIVE
REQUIREMENTS FOR GRANTS AND
COOPERATIVE AGREEMENTS TO
STATE AND LOCAL GOVERNMENTS

Subpart A-General

sec.
I8 I Purpose and scope of this part.
18.2 Scope of subpart.
18.3 Definitions.
18.4 Applicability.
18.5 Effect on other issuances.
18.6 Additions and exceptions.

Subpart B-Pre-Award Requirements

18. IO Forms for applying for grants.
18. I I State plans.
18.12 Special grant or subgrant conditions for “high

risk” grantees.

Subpart C-Port-Award Requirements

FINANCIAL ADMINISTRATION

18.20 Standards for financial management systems.
18.21 Payment.
18.22 Allowable costs.
18.23 Period of availability of funds.
18.24 Matching or cost sharing.
18.25 Program income.
18.26 Non-Federal audits.

CHANGES, PROPERTY, AND SUBAWARDS

18.30 Changes.
18.31 Real Property.
18.32 Equipment.
18.33 Supplies.
18.34 Copyrights.
18.35 Subawards to debarred and suspended parties.
18.36 FVocummcnt.
18.37 Subgrants.

REPORTS, RECORDS, RETENTION, AND
ENFORCEMENT

IS.40 Monitoring and reporting program
pUfOllll&Ulct.

18.41 Financial reporting.
18.42 Retention and access requirements for records.
18.43 Enforcement.
18.44 Termination for convenience.

Subpart D-After-thcCrant RequIremeats

18.50 Closeout.
18.5 I Later disallowances and adjustments.
18.52 Collection of amounts due.
18.53

Subpart E-Entitlements [Reserved]

AUTHORITY: 49 U.S.C. 322(a).

SOURCE: 53 FR 8086 and 8087, Mar. I I, 1988,
unless otherwise noted.

A - G e n e r a l

g 18.1 Purpose and scope of this part.

This part establishes uniform administrative rules
for Federal grants and cooperative agreements and
subawards to State, local and Indian tribal
governments.

8 18.2 Scope of subpart.

This subpart contains general rules pertaining to this
part and procedures for control of exceptions from this
Part.

g 183 Dcfloitions.

As used in this part:
Accnred erpenditures  mean the charges incurred by

the grantee during a given period requiring the
provision of funds for: (I) Goods and other tangible
property received; (2) services performed by
employees, contractors, subgrantees, subcontractors,
and other payees; and (3) other amounts becoming
owed under programs for which no current setvices or
performance is required, such as annuities, insurance
claims, and other benefit payments.

Accrued income means the sum of: (I) Earnings
during a given period from services performed by the
grantee and goods and other tangible propetty
delivered to purchasers, and (2) amounts becoming
owed to the grantee for which no current services or
performance is required by the grantee.

Acguisirion cost of an item of purchased equipment
means the net invoice unit price of the property
including the cost of modifications, attachments,
accessories, or auxiliary apparatus necessary to make
the property usable for the purpose for which it was
acquired. Otha charges such as the cost of
installation, transportation, taxes, duty or protective
in-transit insurance, shall be included or excluded
from the unit acquisition cost in accordance with the
graIlteds regular accounting practices.

Administruriw requirements mean those matters
common to grants in general, such as financial
management, kinds and fiequarcy of reports, and
retention of records. These are distinguished from
‘programmatic” requirements, which concern matters
that can be treated only on a program-by-program or
grant-by-grant basis, such as kinds of activities that
can be supported by grants under a particular program.

Awarding agency means (I) with respect to a grant,
the Federal agency, and (2) with respect to a subgrant,
the party that awarded the subgrant.
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C&I conwihurions means the grantee’s cash outlay,
including the outlay of money contributed to the
grantee or subgrantee by other public agencies and
institutions, and private organizations and individuals.
When authorized by Federal legislation, Federal funds
received from other assistance agreements may be
considered as grantee or subgrantee cash
contributions.

Contract means (except as used in the definitions
for ‘grant” and “subgrant” in this section and except
where qualified by “Federal”) a procurement contract
under a grant or subgrant, and means a procurement
subcontract under a contract.

Cost sharing or mulching means the value of the
third party in-kind contributions and the portion of the
costs of a federally assisted project or program not
borne by the Federal Government.

Cosf-fype contrucl means a contract or subcontract
under a grant in which the contractor or subcontractor
is paid on the basis of the costs it incurs, with or
without a fee.

Equipment means tangible, non-expendable,
personal property having a useful life of more than
one year and an acquisition cost of $5.000 or more per
unit. A grantee may use its own definition of
equipment provided that such definition would at least
include all equipment defined above.

Expenditure rvpor~ means: (I) For non-
construction grants, the SF-249 “Financial Status
Report” (or other equivalent report); (2) for
construction grants, the SF-271 “Outlay Report and
Request for Reimbursement” (or other equivalent

rcpofl).
Federally recognized lndian tribal government

means the governing body or a governmental agency
of any Indian tribe, band, nation, or other organized
group or community (including any Native village as
defined in section 3 of the Alaska Native Claims
Settlement Act, 85 Stat 688) certified by the Seemtary
of the Interior as eligible for the special programs and
services provided by him through the Bureau of Indian
Affairs.

Government means a State or local government or a
federally recognized Indian tribal government.

Grant means an award of financial assistance,
including cooperative agreements, in the form of
money, or pmperty in lieu of money, by the Federal
Government to an eligible grantee. The term does not
include technical assistance which provides services
instread of money, or other assistance in the form of
revenue sharing, loans, loan guarantees, interest
subsidies, insurance, or direct appropriations. Also,
the term does not include assistance, such as a
fellowship or other lump sum award, which the
grantee is not required to account for.

Grantee means the government to which a grant is
awarded and which is accountable for the use of the
funds provided. The grantee is the entire legal entity
even if only a particular component of the entity is
designated in the grant award document.

Local gowrnmenf means a county, municipality,
city, town, township, local public authority (including

any public and Indian housing agency under the
United States Housing Act of 1937) school district,
special district, intrastate district, council of
governments (whether or not incorporated as a
nonprofit corporation under state law), any other
regional or interstate government entity, or any agency
or instrumentality of a local government.

Obligarions means the amounts of orders placed,
contracts and subgrants awarded, goods and services
received, and similar transactions during a given
period that will require payment by the grantee during
the same or a future period.

OMB means  the  Un i ted  S ta tes  Of f i ce  o f
Management and Budget.

Oufluys (expenditures) mean charges made to the
project or program. They may be reported on a cash
or accrual basis. For reports prepared on a cash basis,
outlays are the sum of actual cash disbumement for
direct charges for goods and services, the amount of
indirect expense incurred, the value of in-kind
contributions applied, and the amount of cash
advances and payments made to contractors and
subgrantees. For reports pmpared on an accrued
expenditure basis, outlays are the sum of actual cash
disbursements, the amount of indirect expense
incurred, the value of inkind contributions applied,
and the new increase (or decrease) in the amounts
owed by the grantee for goods and other property
received, for services performed by employees,
contractors, subgrantees, subcontractors, and other
payees, and otha amounts becoming owed under
programs for which no current services or
performance are required, such as annuities, insurance
claims, and otba benefit payments.

Percentage of completion method refers to a system
unda which payments are made for construction work
according to the percentage of completion of the work,
ratha than to the grantee’s cost incumd.

Prior approwl means documentation evidencing
consent prior to incurring specific cost.

Real property means land, including land
improvements, structures and appurtenances thereto,
excluding movable machinery and equipment.

Share, when referring to the awarding agency’s
portion of real property, equipment or supplies. means
the same percentage as the awarding agency’s portion
of the acquiring party’s total costs under the grant to
which the acquisition costs under the grant to which
the acquisition cost of the property was charged. Only
costs are to be counted-not the value of third-party
in-kind contributions.

Slufe means any of the several States of the United
States, the District of Columbia, the Commonwealth
of Puerto Rico, any territory or possession of the
United States, or any agency or instrumentality of a
State exclusive of local governments. The tam does
not include any public and Indian housing agency
under United States Housing Act of 1937.

Subgrunt means an award of financial assistance in
the form of money, or property in lieu of money, made
unda a grant by a grantee to an eligible subgrantee.
The term includes financial assistance when provided

2
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by contractual legal agreement, but does not include
procurement purchases. nor does it include any form
of assistance which is excluded from the definition of
“grant” in this part.

Subgranree means the government or other legal
entity to which a subgrant is awarded and which is
accountable to the grantee for the use of the funds
provided.

Supplies means all tangible personal property other
than ‘equipment” as defined in this part.

Suspension means depending on the context, either
(I) temporary withdrawal of the authority to obligate
grant funds pending corrective action by the grantee or
subgrantee or a decision to terminate the grant, or (2)
an action taken by a suspending official in accordance
with agency regulations implementing E.O. 12549 to
immediately exclude a person ti-om participating in
grant transactions for a period, pending completion of
an investigation and such legal or debatment
proceedings as may ensue.

Tenninotion means permanent withdrawal of the
authority to obligate previously-awarded grant funds
before that authority would otherwise expire. It also
means the voluntary relinquishment of that authority
by the grantee or subgrantee. “Termination” does not
include: (I) Withdrawal of funds awarded on the
basis of the grantee’s underestimate of the unobligated
balance in a prior period; (2) Withdrawal of the
unobligated balance as of the expiration of a grant; (3)
Refusal to extend a grant or award additional funds, to
make a competing or noncompeting continuation,
renewal, extension, or supplemental award; or (4)
voiding of a grant upon determination that the award
was obtained fraudulently, or was otherwise illegal or
invalid from inception.

Tern of a grunt or subgrant mean all requirements
o f  the  g ran t  o r  subgrant. whtiher in  s ta tu te ,
regulations, or the award document.

Third party in-kind conwibutions mean property or
services which benefit a federally assisted project or
program and which are contributed by non-Federal
third parties without charge to the grantee, or a cost-
type contractor under the grant agreement.

Unliquidated obligations for reports prepared on a
cash basis mean the amount of obligtions incurred by
the grantee that has not been paid. For reports
prepared on an accrued expenditure basis, they
represent the amount of obligations incurred by the
grantee for which an outlay has not been recorded.

Unobligated balance means the portion of the funds
authorized by the Federal agency that has not been
obligated by the grantee and is determined by
deducting the cumulative obligations From the
cumulative funds authorized.

5 18.4 Applicability.

(a) General. Subparts A through D of this part
apply to all grants and subgrants to governments,
except where inconsistent with Federal statutes or with
regulations authorized in accordance with the
exception provision of 6 18.6, or:

(I) Grants and subgrants to State and local
institutions of higher education or State and local
hospitals.

(2) The block grants authorized by the Omnibus
Budget Reconciliation Act of 1981 (Community
Services; Preventive Health and Health Services;
Alcohol, Drug Abuse, and Mental Health Services;
Maternal and Child Health Services; Social Services;
Low-Income Home Energy Assistance; States’
Program of Community Development Block Grants
for Small Cities; and Elementary and Secondary
Education other than programs administered by the
Secreuuy of Education under title V, subtitle D,
chapter 2, Section 583-the Secretary’s discretionary
grant program) and titles I-III of the Job Training
Partnership Act of 1982 and under the Public Health
Services Act (Section 1921), Alcohol and Drug Abuse
Treatment and Rehabilitation Block Grant and part C
of title V, Mental Health Service for the Homeless
Block Grant).

(3) Entitlement grants to carry out the following
programs of the Social Security Act:

(i) Aid to Needy Families with Dependent Children
(title IV-A of the Act, not including the Work
Incentive program (WIN) authorized by section
402(a)l9(G); HHS grants for WlN are subject to this

ParQ
(ii) Child Support Enforcement and Establishment of

Paternity (title IV-D of the Act);
(iii) Foster Care and Adoption Assistance (title IV-E

of the Act);
(iv) Aid to the Aged, Blind, and Disabled (titles I, X.

XIV, and XVI-AABD of the Act); and
(v) Medical Assistance (Medicaid) (title XIX of

the Act) not including the State Medicaid Fraud
Control program authorized by section 1903(a)(6)(9).

(4) Entitlement gtanta under the following programs
of the National School Lunch Act:

(i) School Lunch (section 4 of the Act),
(ii) Commodity Assistance (section 6 of the Act).
(iii) Special Meal Assistance (section I I of the Act).
(iv) Summer Food Service for Children (section 13

of the Act), and
(v) Child Care Good Progmtn (section I7 of the

Act).
(5) Entitlement grants under the following programs

of The Child Nutrition Act of 1966:
(i) Special Milk (section 3 of the Act), and
(ii) School Breakfast (section 4 of the Act).
(6) Entitlement grants for State Administrative

expenses under The Food Stamp Act of 1977 (section
I6 of the Act).

(7) A grant for an experimental, pilot, or dem-
onstration project that is also supported by a grant
listed in paragraph (a)(3) of this section;

(8) Grant funds awarded under subsection 4 12(e) of
the Immigration and Nationality Act (8 U.S.C.
1522(c)) and subsection 501(a) of the Refugee
Education Assistance Act of 1980 (Pub. L. 96422,94
Stat. 1809), for cash aaaistance, medical assistance,
and supplemental security income benefits to refugees

3
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and entrants and the administrative costs of providing
the assistance and benefits;

(9) Grants to local education agencies under 20
U.S.C. 236 through 241-l(a), and 242 through 244
(portions of the Impact Aid program), except for 20
U.S.C. 238(d)(2)(c) and 240(f) (Entitlement Increase
for Handicapped Children); and

(I 0) Payments under the Veterans Administration’s
State Home Per Diem Program (38 U.S.C. 641(a)).
Entitlement programs. Entitlement programs
enumerated above in $18.4(a) (3) through (8) are
subject to subpart E.

(j 18.5 Effect on other issuances.

All other grants administration provisions of
codified program regulations, program manuals,
handbooks and other nonregulatory materials which
are inconsistent with this part are superseded, except
to the extent they are required by statute, or authorized
in accordance with the exception provision in 8 18.6.

8 18.6 AddItIona and exceptions.

(a) For classes of grants and grantees subject to this
part, Federal agencies may not impose additional
administrative requirements except in codified
regulations published in the FEDERAL REGISTER.

(b) Exceptions for classes of grants or grantees may
be authorized only by OMB.

(I) All Departmental requests for exceptions shall
be pmceased through the Assistant Secmtaty of
Administration.

(2) [R-W
(c) Exceptions on a case-by-case basis and for

subgrantees may be authorized by the affected Federal
agencies.

(I) All case-by-case exceptions may be authorized
by the affected operating administrations or
departmental offices, with the concutrence of the
Assistant Secretaq for Administration.

(2) tR===4

[53 FR 8086 and 8087, Mar. I I, 1988, as amended at
60 FR 19646, Apr. 19.1995)

Subpart B-Pm-Award
Requirements

s 18.10 Forma for applying for grants.

(a) Scope. (I) This section prescribes forms and
instructions to be used by governmental organizations
(except hospitals and institutions of higher education
operated by a government) in applying for grants.
This section is not applicable, however, to formula
grant programs which do not require applicants to
apply for funds on a project basis.

(2) This section applies only to applications to
Federal agencies for grants, and is not required to be
applied by grantees in dealing with applicants for
subgrants. However, grantees are encouraged to avoid

more detailed or burdensome application requirements
for subgrants.

(3) Forms and procedures for Federal Highway
Administration (FHWA) projects are contained in 23
CFR part 630, subpart B, 23 CFR part 420. subpart A,
and 49 CFR part 450.

(b) Authorized forms and imtrucrions for govern-
menfal organizations. (I) In applying for grants,
applicants shall only use standard application forms or
those prescribed by the granting agency with the
approval of OMB under the Paperwork Reduction Act
of 1980.

(2) Applicants are not required to submit more than
the original and two copies of preapplications or
applications.

(3) Applicants must follow all applicable in-
structions that bear OMB clearance numbers. Federal
agencies may specify and describe the programs,
functions, or activities that will be used to plan,
budget, and evaluate the work unda a grant. Otha
supplementary instructions may be issued only with
the approval of OMB to the extent required under the
Paperwork Reduction Act of 1980. For any standard
form, except the SF424 facesheet, Federal agarcies
may shade out or instruct the applicant to disregard
any line item that is not needed.

(4) When .a grantee applies for additional funding
(such as a continuation or supplanental award) or
amends a previously submitted application, only the
affected pages need be submitted. Previously
submitted pages with information that is still current
need not bc resubmitted.

153 FR 8086 and 8087, Mar. I I, 1988. as amended at
53 FR 8086, Mar. I I, I9881

g 18.11 Addltionr and exceptloas.

(a) Scope. The statutes for some programs require
States to submit plans before raziving grants. Unda
regulations implementing Executive Orda 12372,
“Intergovernmental Review of Federal Programs,”
States are allowed to simplify, consolidate and
substitute plans. This section contains additional
provisions for plans that are subject to regulations
implementing the Executive orda.

(b) Requirements. A State need meet only Federal
administrative or programmatic raptiranents for a
plan that are in statutes  or codified regulations.

(c) Assurances. In each plan the State will include
an 88sur8nce that the State shall comply with all
applicable Fedanl statutes and regulations in effect
with respect to the periods for which it receives grant
funding. For this assurance and otha assurancea
required in the plan, the State may:

(I) Cite by number the statutory or regulatory
provisions requiring the assurancea  and affh that it
gives the assurances required by those provisions.

(2) Repeat the assurance language in the statutes or
regulations, or

(3) Develop its own language to the extent
permitted by law.

4
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(d) Amendments. A State will amend a plan
whenever necessary to reflect: (1) New or revised
Federal statutes or regulations or (2) a material change
in any Stale law, organization, policy, or State agency
operation. The State will obtain approval for the
amendment and its effective date but need submit for
approval only the amended portions of the plan.

5 18.12 Special grant or s&grant conditions for
“high-risk” grantees.

(a) A grantee or subgrantee may be considered
“high risk” if an awarding agency determines that a
grantee or subgrantee:

(1) Has a history of unsatisfactory performance. or
(2) Is not financially stable, or
(3) Has a management system which does not meet

the management standards set forth in this part, or
(4) Has not conformed to terms and conditions of

previous awards, or
(5) Is otherwise not responsible; and if the

awarding agency determines that an award will be
made, spceial conditions and/or restrictions shall
correspond to the high risk condition and shall be
included in the award.

(b) Special conditions or restrictions may include:
(1) Payment on a reimbursement basis:
(2) Withholding authority to proceed to the next

phase until receipt of evidence of acceptable
performance within a given funding period;

(3) Requiring additional, more detailed financial
repofls;

(4) Additional projeet monitoring;
(5) Requiring the grantee or subgrantee to obtain

technical or management assistance; or
(6) Establishing additional prior approvals.
(c) If an awarding agency decides to impose such

conditions, the awarding official will notify the
grantee or subgmntee as early as possible, in writing,
O f

(I) The naNre of the special conditiondrestrictions;
(2) The reason(s) for imposing them;
(3) The corrective actions which must be taken

before they will be ranoved and the time allowed for
completing the corrective actions; and

(4) The method of questing reconsidaetion of the
conditions/restrictions imposed.

Subpart C-Post-Award
Requirements

FINANCIAL ADMINISTRATION

$ 18.20 Standards for financial management
systems.

(4 A State must expend and account for grant
funds in accordance with State laws and procedures
for expending and accounting for its own funds.
Fiscal control and accounting procedures of the State,

as well as its subgrantees and cost-type contractors.
must be suff%zient t*

(I) Permit preparation of reports required by this
part and the statutes authorizing the grant, and

(2) Permit the tracing of funds to a level of
expenditures adequate to establish that such funds
have not been used in violation of the restrictions and
prohibitions of applicable statutes.

(b) The financial management systems of other
grantees and subgrantees must meet the following
standards:

(I) Financial reporting. Accurate. current, and
complete disclosure of the financial results of
financially assisted activities must be made in
accordance with the financial reporting requirements
of the grant or subgrant.

(2) Accounting records. Grantees and subgrantees
must maintain records which adequately identify the
source and application of funds provided for
financially-assisted activities. These records must
contain information pertaining to grant or subgrant
awards and authorizations, obligations, unobligated
balances, assets, liabilities. outlays or expenditures,
and income.

(3)  Internal  Control .  Effective control  and
accountability must be maintained for all grant and
subgrant cash, real and personal property, and other
assets. Grantees and subgrantees must adequately
safeguard all such property and must assure that it is
used solely for authorized purposes.

(4) Budget control. Actual expenditures or outlays
must be compared with budgeted amounts for each
grant or subgrant. Financial information must be
related to performance or productivity data, including
the development of unit cost information whenever
appropriate or speeifieally required in the grant or
subgrant agreement. If unit cost data arc required,
estimates based on available documentation will be
accepted wheneva possible.

(5) Allowable cost. Applicable OMB cost
principles, agency program regulations, and the terms
of grant and subgrant agreements will be followed in
determining the reasonableness. allowability, and
allocability of costs.

(6) Source documentation Accounting records
must be supported by such source documentation as
cancelled cheeks, paid bills, payrolls, time and
attendance records. contract and subgrant award
documents, etc.

(7) Cash management. Procedures for minimizing
the time elapsing between the transfer of funds from
the U.S. Treasury and disbursement by grantees and
subgrantees must be followed whenever advance
paymart procedures are used. Grantees must establish
reasonable procedurea to ensure the rceeipt of reports
on s&grantees’ cash balances and cash disbursemats
in sufficient time to enable them to prepare complete
and accurate cash transactions reports to the awarding
agency. When advances are made by lctter-of-cradit
or electronic transfa of funds methods, the grantee
must make drawdowns as close as possible to the time
of making disbursanents. Grantees must monitor cash

5
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drawdowns by their subgrantees to assure that they
conform substantially to the same standards of timing
and amount as apply to advances to the grantees.

(c) An awarding agency may review the adequacy
of the financial management system of any applicant
for financial assistance as part of a preaward review or
at any time subsequent to award.

(d )  Cer ta in  Urban  Mass  T ranspor ta t ion
Administration (UMTA) grantees shall comply with
the requirements of section IS of the Urban Mass
Transportation (UMT) Act of 1964. as amended, as
implemented by 49 CFR part 630, regarding a uniform
system of accounts and records and a uniform
reporting system for certain grantees.

[53 FR 8086 and 8087. Mar. I I, 1988, as amended at
53 FR 8086, Mar. I I, I9881

8 18.21 Plyment.

(a) Scope. This section prescribes the basic
standard and the methods under which a Federal
agency will make payments to grantees, and grantees
will make payments to subgrantees and contractors.

(b) Basic standard. Methods and procedures for
payment shall minimize the time elapsing between the
transfer of fimds and disbursement by the grantee or
subgrantee, in accordance with Treasury regulations at
3 1 CFR part 205.

(c) Adwnces. Grantees and subgrantees shall be
paid in advance, provided they maintain or
demonstrate the willingness and ability to maintain
procedures to minimize the time elapsing behveen the
transfer of the funds and their disbursement by the
grantee or subgmntee.

(d) Reimbursement. Reimbursement shall be the
preferred method when the requirements in paragraph
(c) of this section are not met. Grantees and
subgrantees may also be paid by reimbursement for
any construction grant. Except as otherwise specified
in regulation, Federal agencies shall not use the
percentage of completion method to pay construction

grants. The grantee or subgrantee may use that
method to pay its constmction contractor, and if it
does, the awarding agency’s payments to the grantee
or subgrantee till be based on the grantee’s or
subgrantee’s actual rate of disbursement.

(e) Working capifal  advances. If a grantee cannot
meet the criteria for advance payments described in
paragraph (c) of this section. and the Federal agency
has determined that reimbursement is not feasible
because the granta lacks sufficient working capital,
the awarding agency may provide cash or a working
capital advance basis. Under this procedure the
awarding agency shall advance cash to the grantee to
cover its estimated disbursement needs for an initial
period geneaally geared to the grantee’s disbursing
cycle. Thereafter, the awarding agency shall
reimburse the grantee for its actual cash
disbursements. The working capital advance method
of payment shall not be used by grantees or
subgrantees if the reason for using such method is the

unwillingness or inability of the grantee to provide
timely advances to the subgrantee to meet the
subgrantee’s actual cash disbursements.

(f) Effect of progrom income, refunds. ond audit
recoveries on payment. (I) Grantees and subgrantees
shall disburse repayments to and interest eamed on a
revolving fund before requesting additional cash
payments for the same activity.

(2) Except as provided in paragraph (f)(l) of this
section, grantees and subgrantees shall disburse

vog- income, rebates. refunds, contract
settlements, audit recoveries and interest earned on
such funds before nzquesting addit ional  cash
payments.

(g) Withholding payments. (I) Unless othenvise
required by Federal statute, awarding agencies shall
not withhold payments for proper charges incurrcd by
grantees or subgrantees unless-

(i) The grantee or subgrant= has failed to comply
with grant award conditions or

(ii) The grantee or subgrantee is indebted to the
United States.

(2) Cash withheld for failure to comply with grant
award condition, but without suspension of the grant,
shall be released to the grantee upon subsequent
compliance. When a grant is suspended, payment
adjustments will be made in accordance with
9 18.43(c).

(3) A Fedaal agency shall not make payment to
grantees for amounts that are withheld by grantees or
subgrantees from payment to contractors to assure
satisfactory completion of work. Payments shall be
made by the Fe-d-1 agency when the grantees or
subgrantees actually disburse the withheld funds to the
contractors or to escrow accounts established to assure
satisfactory completion of work.

@I) Cash depositoties. (I) Consistent with the
national goal of expanding the opportunities for
minority business enterprises. grantees a n d
subgrantees are encouraged to use minority banks (a
bank which is owned at least 50 percent by minority
group members). A list of minority owned banks can
be obtained l?om the Minority Business Development
Agency, Deparbnent of Cornmace. Washington, DC
20230.

(2) A grantee or subgrantee shall maintain a
separate bank account only when required by Federal-
State agreement.

(i) herest earned on advances. Except for
interest earned on advances of funds exempt under the
lntergovemmental Cooperation Act (31 U.S.C. 6501
et seq.) and the Indian Self-Determination Act (23
U.S.C. 450), grantees and subgrantbes shall promptly,
but at least quarterly, remit interest earned on
advances to the Federal agency. The grantee or
subgmnta may keep interest amounts up to $100 per
year for administrative apses.

(j) 23 USC. 121 limits payments to States for
highway construction projects to the Federal share of
the costs of construction incurred to date. plus the
Federal share of the value of stockpiled materials.

6
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(k) Section 404 of the Surface Transportation
Assistance Act of 1982 directs the Secretary to
reimburse States for the Federal share of costs
incurred.

[53 FR 8086 and 8087. Mar. I I, 1988, as amended at
53 FR 8086, Mar. I I, 19881

B 18.22 Allowable costs.

(a) Limitorion on use of&m& Grant fimds may be
used only for:

(I) The allowable costs of the grantees, subgrantees
and cost-type contractors, including allowable costs in
the form of payments lo fixed-price contractors; and

(2) Reasonable fees or profit to cost-type
contractors but not any fee or profit (or other

(b) Applicable cost principles. For each kind of

increment above allowable costs) to the grantee or

organization, there is a set of Fe&ml principles for
determining allowable costs. Allowable costs will be
determined in accordance with the cost principles

subgrantee.

applicable to the organization incurring the costs. The
following chart lists the kinds of organizations and the
applicable cost principles.

I Uw tbc m&da in-

CMa Cimllr  A-87.

OMBClrCulMA-I22

OMa Clmllr A-2 I

Use the pIDcipla  m-

(c) The overhead cost principles of OMB Circular
A-87 shall not apply (0 State highway agencies for
FHWA funded grants.

(d) Sections 3(I) and 9(p) of the UMT Act of 1964,
as amended, authorize the Secmtary to include in the
net project cost eligible for Federal assistance, the
amount of interest eamed and payable on bonds issued
by the State or local public body to the extent that the
proceeds of such bonds have actually been expended
in carrying out such project or portion thereof.
Limitations arc established in sections 3 and 9 of the
UMT Act of 1964, as amended.

(e) Section 9 of the UMT Act of 1964, as amended,
authorizes grants to finance the leasing of facilities
and equipment for use in mass transportation services
provided leasing is more cost effective than
acquisition or construction.

[53 FR 8086 and 8087, Mar. I I, 1988. as amended at
53 FR 8086, Mar. I I, I9881

4 18.23 Period of avrilabillty of funds.

(a) General. Where a funding period is specitied. a
grantee may charge lo the award only costs resulting

(b) Liquidation of obligations. A grantee must

from obligations of the funding period unless
carryover of unobligated balances is permitted, in

liquidate all obligations incurred under the award not

which case the carryover balances may be charged for
costs resulting from obligations of the subsequent

later than 90 days after the end of the funding period

funding period.

(or as specified in a program regulation) lo coincide
with the submission of the annual Financial Status
Report (SF-269). The Federal agency may extend this
deadline at the request of the grantee.

4 18.24 Matching or cost rhrrlng.

(a) Basic tule: Costs and contributions acceptable.
With the qualifications and exceptions listed in
paragraph (b) of this section, a matching or cost
sharing requirement may be satisfied by either or both
of the following:

(I) Allowable costs incumd by the grantee,
subgrantee or a cost-type conbactor under the
assistance agreement. This includes allowable costs
borne by non-F&ml grants or by others cash
donations from non-Federal third parties.

(2) The value of third party in-kind contributions
applicable to the period to which the cost sharing or
matching requiranents applies.

(b) Quol$cotions and exception.+(l) Costs borne
by other Federal grant agreements. Except as
provided by Fed-1 statute, a cost sharing or matching
requirement may not be met by costs borne by another
Federal grant. This prohibition does not apply to
income earned by a grantee or subgrantee from a
contract awarded under another Fedaal grant.

(2) General revenue shoring. For the purpose of
this section, general revenue sharing funds distributed
under 31 U.S.C. 6702 are not considered Federal grant
funds.

(3) Cost or contributions counted towards other
Federal costs-shoring requirements. Neither costs nor
the values of third party in-kind contributions may
count towards satisfying a cost sharing or matching
requirement of a grant agreement if they have been or
will be counted towards satisfying a cost sharing or
matching requirement of another Federal grant
agreement, a Fedaal procurement contract. or any
other award of Federal funds.

(4) Costs financed by program income. Costs
financed by program income, as defined in $18.25,
shall not count towards satisfying a cost sharing or
matching requirement unless they are expressly
permitted in the terms of the assistance agreement.
(This use of general program income is described in
Q I8.2W.)
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(5) Services or propertyfinanced by income earned
by contractors. Contractors under a grant may earn
income from the activities carried out under the
contract in addition to the amounts earned from the
party awarding the contract. No costs of services or
property supported by this income may count toward
satisfying a cost sharing or matching requirement
unless other provisions of the grant agreement
expressly permit this kind of income to be used to
meet the rquirement.

(6)  Records.  Costs and third party inkind
contributions counting towards satisfying a cost
sharing or matching requirement must be verifiable
from the records of grantees and subgrantee or cost-
type contractors. These records must show how the
value placed on third party in-kind contributions was
derived. To the extent feasible, volunteer services will
be supported by the same methods that the
organization uses to support the allocability of regular
personnel costs.

(7) Special standards for third party in-kind
contributions. (i) Third party in-kind contributions
count towards satisfying a cost sharing or matching
rquirement only where, if the party receiving the
contributions were to pay for them. the payments
would be allowable costs.

(ii) Some third party in-kind contributions are
goods and services that, if the grantee, subgrantee, or
contractor receiving the contribution had to pay for
them, the payments would have been an indirect costs.
Costs sharing or matching credit for such
contributions shall be given only if the grantee,
subgrantee, or contractor has established, along with
its regular indirect cost rate, a special rate for
allocating to individual projects or programs the value
of the contributions.

(iii) A third party in-kind contribution to a Exed-
price contract may count towards satisfying a cost
sharing or matching requirement only if it results in:

(A) An increase in the services or propezty
provided under the contract (without additional cost to
the grantee or subgrantee) or

(B) A cost savings to the grantee or subgrantee.
(iv) The values placed on third party in-kind

contributions for cost sharing or matching putposes
will conform to the rules in the succeeding sections of
this part. If a third party in-kind contribution is a type
not treated in those sections, the value placed upon it
shall be fair and reasonable.

(8) 23 U.S.C. 121(a) permits reimbutsanent for
actual construction cost incurred by States for
highway construction projects. Except for private
donations of right-of-way, contributions and donations
shall not be considered State costs, and shall not be
allowable for matching purposes for highway
construction contracts. 23 U.S.C. 323 permits private
donations of right-of-way to be used for a State’s
matching share, and establishes procedures for
determining the fair market value of such donated
right-of-way.

(9) Section 4(a) of the UMT Act of 1964, as
amended, provides that the Federal grant for any

project to be assisted under section 3 of the UMT Act
of 1964, as amended, shall be in an amount qua1 to
75 percent of the net project costs. Net project cost is
defined as that portion of the cost of the project which
cannot be reasonably financed from revenues.

(IO) Section 18(e) of the UMT Act of 1964, as
amended, limits the Federal share to 80 percent of the
net cost of construction, as determined by the
Secretary of Transportation. The Federal share for the
payment of subsidies for operating expenses, as
defined by the Seuetary. shall not exceed 50 percent
of the net cost of such operating expense projects.

(c) Valuation of donated services-(l) Volunteer
services. Unpaid services provided to a grantee or
subgrantee by individuals will be valued at rates
consistent with those ordinarily paid for similar work
in the grantee’s or s&grantee’s organization. If the
grantee or subgrantee does not have employees
performing similar work, the rates will be consistent
with those ordinarily paid by other employers for
similar work in the same labor market. In either c8se,
a reasonable amount for tinge benetits may be
included in the valuation,

(2) Employees of other organizations. When an
employer other than a grantee, subgrantat, or cost-
type contractor furnishes fi-ee of charge the services of
an employee in the employee’s normal line of work,
the services will be valued at the employee’s regular
rate of pay exclusive of the employee’s fringe benefits
and overhead costs. If the services are in a different
line of work, paragraph (c)(I) of this section applies.

(3) Section S(g) of the Deparhnent of
Transportation Act (49 U.S.C. 1654(g)) limits in-kind
service contributions under the local Rail Service
Assistance Program to “the cash quivalent of State
salaries for State public employees working in the
State rail assistance program, but not including
overhead and general administrative costs.”

(d) Valuation of third party donated supplies and
loaned equipment or space. (I) If a third party
donates supplies, the contribution will be valued at the
market value of the supplies at the time of donation.

(2) If a third patty donates the use of quipment or
space in a building but retains title, the contribution
will be valued at the fair rental rate of the quipment
or space.

(e) Valuation of third party donated equipment.
building, and land. If a third patty donates quipmutt,
buildings, or land, and title passes to a grantee or
subgrantee. the treatment of the donated propaty will
depend upon the purpose of the grant or subgrant, as
follows:

(I) A warak for copilal expenditures If the purpose
of the grant or subgrant is to assist the grantee or
subgrantee in the acquisition of propaty. the market
value of that property at the time of donation may be
counted as cost sharing or matching.

(2) Other awar& If assisting in the acquisition of
property is not the purpose of the grant or subgrant,
paragraphs (c)(2) (I) and (ii) of this section apply:

(i) If approval is obtained from the awarding
agency, the market value at the time of donation of the

8



Enclosure (7) to COMDTPUB P16755.3A

donated equipment or buildings and the fair rental rate
of the donated land may be counted as cost sharing or
matching. In the case of a subgrant. the terms of the
grant agreement may require that the approval be
obtained from the Federal agency as well as the
grantee. In all cases, the approval may be given only
if a purchase of the equipment or rental of the land
would be- approved as an allowable direct cost. If any
part of the donated propetty was acquired with Federal
funds, only the non-federal share of the property may
be counted as cost-sharing or matching.

(ii) If approval is not obtained under paragraph
(e)(2)(1) of this section, no amount may be counted for
donated land, and only depreciation or use allowances
may be counted for donated quipment and building.
The depreciation or use allowances for this property
are not treated as third party in-kind contributions.
Instead. they are treated as costs incuned by the
grantee or subgrantee. They are computed and
allocated (usually as indirect costs) in accordance with
the cost principles specified in $18.22, in the same
way as depreciation or use allowances for purchased
equipment and buildings. The amount of depreciation
or use allowances for donated quipment and
buildings is based on the property’s market value at
the time it was donated.

(f) Valuation o/grantee or subgrantee donated real
property for construction/acquisition. If a grantee or
subgrantee donates real property for a construction or
facilities acquisition project, the current market value
of that propetty may be counted as cost sharing or
matching. If any patt of the donated property was
acquired with Federal funds, only the non-federal
share of the property may be counted as cost sharing
or matching.

(g) Appraisal of real property. In some cases
under paragraphs (d), (e) and (f) of this section, it will
be nazssary to establish the market value of land or a
building or the fair rental rate of land or of space in a
building. In these cases, the Federal agency may
require the market value or fair rental value be set by
an independent appraiser, and that the value or rate be
certified by the grantee. This requirement will also be
imposed by the grantee on subgrantees.

[53 FR 8086 and 8087, Mar. I I, 1988, as amended at
53 FR 8086. Mar. I I, 19881

$18.25 Program income.

(a) General. Grantees are mc4xmged to earn
income to defray program costs. Program income
includes income from fees for services performed,
from the use of rental of real or personal property
acquired with grant funds, from the sale of
commodities or items fabricated under a grant
agreement, and from payments of principal and
interest on loans made with grant funds. Except as
otherwise provided in regulations of the Federal
agency, program income does not include interest on

grant funds, rebates, credits, discounts, refunds, etc.
and interest earned on any of them.

(b) Definition of program income. Program
income means gross income received by the grantee or
subgrantee directly generated by a grant supported
activity, or earned only as a result of the grant
agreement during the grant period. “During the grant
period” is the time between the effective date of the
award and the ending date of the award reflected in the
final financial repott.

(c) Cost of generating program income. I f
authorized by Federal regulations or the grant
agreement, costs incident to the generation of program
income may be deducted from gross income to
determine program income.

(d)  Governmental  rewnues. Taxes,  special
assessments, levies, fines, and other such revenues
raised by a grantee or subgrantee are not program
income unless the revenues are specifically identified
in the grant agreement or Fe&al agency regulations
as program income.

(e) Royalties. Income from royalties and license
fees for copyrighted material, patents, and inventions
developed by a grantee or subgrantee is program
income only if the revenues are specifically identified
in the grant agreemmt or Federal agmcy regulations
as program income (See 4 18.34.)

(9 property. Proceeds from the sale of real
property or equipment will be handled in accordance
with the requiremmts of 96 18.31 and 18.32.

(g) Use o/program income. Program income shall
be deducted from outlays which may be both Federal
and non-Federal as described below, unless the
Federal agmcy regulations or the grant agreanmt
specify another alternative (or a combination of the
alternatives). In specifying alternatives, the Federal
agmcy may distinguish between income eamed by the
grantee and income earned by subgrantees and
between the sources, kinds, or amounts of income.
When Federal agencies authorize the alternatives in
paragraphs (g) (2) and (3) of this section, program
income in excess of any limits stipulated shall also be
deducted from outlays.

(1) Deduction. Ordinarily program income shall be
deducted f&n total allowable costs to determine the
net allowable costs. Progmm income shall be used for
current costs unless the Federal agency authorizes
otherwise. Program income which the grantee did not
anticipate at the time of the award shall be used to
reduce the Federal agency and grantee contributions
rather than to increase the funds committed to the
project.

(2) Addition. Whm authorized, program income
may be added to the funds committed to the grant
agreemmt by the Federal agency and the grantee. The
program income shall be used for the purposes and
under the conditions of tbe grant agrummt.

(3) Cost sharing or matching. Whm authorized,
program income may be used to meef the cost sharing
or matching rquiremmt of the grant agreanmt. The
amount of the Federal grant award remains the same.

9
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(4) Section 3(a)(l)(D) of the UMT Act of 1964.
as amended, provides that the Secretary shall establish
requirements for the use of income derived from
appreciated land values for certain UMTA grants.
Specific requirements shall be contained in grant
agreements.

(5) UMTA grantees may retain program income for
allowable capital or operating expenses.

(6) For grants awarded under section 9 of the UMT
Act of 1964, as amended, any revenues received from
the sale of advertising and concessions in excess of
fiscal year 1985 levels shall be excluded from ptogram
income.

(7) 23 USC. 156 requires that States shall charge
fair market value for the sale, lease, or use of right-of-
way airspace for non-transportation purposes and that
such income shall be used for projects eligible under
23 USC.

(h) Income u/ier the owurd period. There are no
Federal requirements governing the disposition of
program income earned after the end of the award
period (i.e., until the ending date of the final financial
report, see paragraph (a) of this section), unless the
terms of the agreement or the Federal agency
regulations provide otherwise.

53 FR 8086 and 8087, Mar. I I, 1988, as amended at
53 FR 8087. Mar. I I, I9881

$ 18.26 Non-Federal rudltr.

(a) Basic rule. Grantees and subgrantees are
responsible for obtaining audits in accordance with the
Single Audit Act Amendments of 1996 (31 U.S.C.
7501-7507)  and revised OMB Circular A-133, “Audits
of States, Local Governments, and Non-Profit
Organizations.” The audits shall be made by an
independent auditor in accordance with generally
accepted government auditing standards covering
financial audits.

(b} Subgranrees. State OT local governments, as
those terms are defined for purposes of the Single
Audit Act Ammdments of 1996, that provide Federal
awards to a subgrantee, which expends $300,000 or
more (or other amount as specitkd by OMB) in
Federal awards in a fiscal year, shall:

(I) Determine whether State or local s&grantees
have met the audit requirements of the Act and
whether subgrantees covered by OMB Circular A- I IO,
“Uniform Administrative Requirements for Grants and
Agreements with Institutions of Higher Education,
Hospitals, and Other Non-Profit Organizations,” have
met the audit requirements of the Act. Commercial
contractors (private for-profit and private and
governmental organizations) providing goods and
services to State and local governments are not
required to have a single audit performed. State and
local governments should use their own procedures to
ensure that the contractor has complied with laws and
regulations affecting the expenditure of Federal timds:

(2) Determine whether the s&grantee spent
Federal assistance funds provided in accordance with

applicable laws and regulations. This may be
accomplished by reviewing an audit of the subgrantee
made in accordance with the Act, Circular A-l IO. or
through other means (e.g., program reviews) if the
subgrantee has not had such an audit;

(3) Ensure that appropriate corrective action is
taken within six months after receipt of the audit
report in instance of noncompliance with Federal laws
and regulations;

(4) Consider whether subgrantee audits necessitate
adjustment of the grantee’s own records; and

(5) Require each subgrantee to permit independent
auditors to have access to the records and financial
statements.

(c) Auditor selection. In arranging for audit
services, Ji 18.36 shall be followed.

[53 FR 8086 and 8087, Mar. I I, 1988, as amended at
61 FR 21387. May IO, 1996; 62 FR 45939, 45947,
Aug. 29, 19971

CHANGES, PROPERTY, AND SUBAWARDS

4 1830 Cbrngea.

(a) General. Grantees and subgrantees are
permitted to rebudget within the approved direct cost
budget to meet unanticipated requirements and may
make limited program changes to the approved
project. However, unless waived by the awarding
agency, cestain types of post-award changes in
budgets and projects shall require the prior written
approval of the awarding agency.

(b) Relation to cost principles. The applicable cost
principles (see 418.22) contain requirements for prior
approval of certain types of costs. Except where
waived. those requirements apply to all grants and
subgrants even if paragraphs (c) through (t) of this
section do not.

(c) Budge1 chunges--( I ) Nonconstruction pmjects.
Except as stated in other regulations or an award
document, grantees or subgrantees shall obtain the
prior approval of the awarding agency whenever any
of the following changes is anticipated under a non-
construction award:

(i) Any revision which would result in the need for
additional timding.

(ii) Unless waives by the awarding agency,
cumulative transfers among direct cost categories, or,
if applicable, among separately budgeted programs,
projects, functions, or activities which exceed or are
expected to exceed ten percent of the current total
approved budget. whenever the awarding agency’s
share exceeds S IOO.000.

(iii) Transfer of funds allotted for training
allowances (i.e., from direct payments to trainees to
other expense categories).

( 2 )  Comtmction  projecls. Grantees a n d
subgrantees shall obtain prior written approval for any
budget revision which would result in the need for
additional funds.

10
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(3) C’ombined construction and non-constnrction
projects. When a grant or sub-grant provides funding
for both construction and non-construction activities,
the grantee or sub-grantee must obtain prior written
approval from the awarding agency before making any
fund or budget transfer from non-construction to
construction or vice versa.

(d) Programmatic changes. Grantees or sub-
grantees must obtain the prior approval of the
awarding agency whenever any of the following
actions is anticipated:

( I ) Any revision of the scope or objectives of the
project (regardless of whether there is an associated
budget revision requiring prior approval).

(2) Need lo extend the period of availability of
funds.

(3) Changes in key persons in cases where
specified in an application or a grant award. In
research projects, a change in the project director or
principal investigator shall always require approval
unless waived by the awarding agency.

(4) Under non-construction projects, contracting
out, sub-granting (if authorized by law) or otherwise
obtaining the services of a third party to perform
activities which are central to the purposes of the
award. This approval requirement is in addition to the
approval requirements of 8 18.36 but does not apply to
the procurement of equipment, supplies, and general
support services.

(e) Additional prior approval requirements. The
awarding agency may not require prior approval for
any budget revision which is not described in
paragraph (c) of this section.

(f) Requesting prior approval. (I ) A rquest for
prior approval of any budget revision will be in the
same budget formal the grantee used in its application
and shall be accompanied by a narrative justification
for the proposed revision.

(2) A request for a prior approval under the
applicable Federal cost principles (see 4 18.22) may be
made by letter.

(3) A request by a sub-grantee for prior approval
will be addressed in writing to the grantee. The
grantee will promptly review such request and shall
approve or disapprove the request in writing. A
grantee will not approve any budget or project revision
which is inconsistent with the purpose or terms and
conditions of the Fedaal grant to the grantee. If the
revision, requested by the sub-grantee would result in
a change to the grantee’s approved project which
requires Federal prior approval, the grantee will obtain
the Federal agency’s approval before approving the
sub-grantee’s request.

$18.31 Real property.

(a) Title. Subject to the obligations and conditions
set forth in this section, title to real property acquired
under a grant or sub-grant will vest upon acquisition in
the grantee or sub-grantee respectively.

(b) Use. Except as otherwise provided by Federal
statutes, real property will be used for the originally

authorized purposes as long as needed for that
purpose, and the grantee or sub-grantee shall not
dispose of or encumber its title or other interests.

(c) Disposition. When real property is no longer
needed for the originally authorized purpose, the
grantee or sub-grantee will request disposition
instructions from the awarding agency. The
instructions will provide for one of the following
alternatives:

( I )  Retention of  t i t le. Retain title after
compensating the awarding agency. The amount paid
to the awarding agency will be computed by applying
the awarding agency’s percentage of participation in
the cost of the original purchase to the fair market
value of the property. However, in those situations
where a grantee or subgrantee is disposing of real
property acquired with grant fimds and acquiring
replacement real property under the same program, the
net proceeds from the disposition may be used as an
offset to the cost of the replacement property.

(2) Me of property. Sell the property and
compensate the awarding agency. The amount due to
the awarding agency will be calculated by applying
the awarding agency’s percentage of participation in
the cost of the original purchase to the proceeds of the
sale after deduction of any actual and reasonable
selling and fixing-up expenses. If the grant is still
active, the net proceeds from the sale may be offset
against the original cost of the property. When a
grantee or s&grantee is directed to sell propnr~, sales
procedures shall be followed. that provide for
competition to the extent practicable and result in the
highest possible return.

(3) Transfir of rifle. Transfer title to the awarding
agency or to a third party designatdapproved by the
awarding agency. The grantee or subgrantee shall be
paid an amount calculated by applying the grantee or
subgrantee’s percentage of participation in the
purchase of the real property to the current fair market
value of the propaIy.

(d) If the conditions in 23 U.S.C. 103(e) (S), (6), or
(7). as appropriate. are met and approval is given by
the Secre&y. States shall not be rcquired to repay the
Highway Trust Fund for the cost of right-of-way and
other items when certain segments of the Interstate
System are withdrawn.

[53 FR 8086 and 8087, Mar. I I, 1988, as amended at
53 FR 8087, Mar. I I, I9881

$ 18.32 Equipment.

(a) Title. Subject to the obligations and conditions
sel forth in this se&on, title to equipment acquired
under a grant or subgrant will vest upon acquisition in
the grantee or sub-grantee respectively.

(b) States. A State will use, manage, and dispose
of equipment acquired unda a grant by the State in
accordance with State laws and procedures. Otha
grantees and subgrantees will follow paragraphs (c)
through (e) of this section.

11
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(c) Use. (I) Equipment shall be used by the
grantee or subgrantee in the program or project for
which it was acquired as long as needed, whether or
not the project or program continues to be supported
by Federal funds. When no longer needed for the
original program or project, the equipment may be
used in other activities currently or previously
supported by a Federal agency.

(2) The grantee or subgrantee shall also make
equipment available for use on other projects or
programs currently or previously supported by the
Federal Government, providing such use will not
interfere with the work on the projects or program for
which it was originally acquit& First pteference for
other use shall be given to other programs or projects
supported by the awarding agency. User fees should
be considered if appropriate.

(3) Notwithstanding the encouragement in
9; 18.25(a) to earn program income, the grantee or
subgrantee must not use quipment acquired with
grant funds to provide services for a fee to compete
unfairly with private companies that provide
equivalent services, unless specifically permitted or
contemplated by Federal statute.

(4) When acquiring replacement equipment the
grantee or subgrantee may use the quipment to be
replaced as a trade-in or sell the property and use the
proceeds to offset the cost of the replacement
propetty, subject to the approval of the awarding
agency.

(d) Management requirements. Procedures for
managing equipment (including replacement
equipment), whether acquired in whole or in part with
grant funds, until disposition takes place will, as a
minimum, meet the following requirements:

(I) Property records must be maintained that
include a description of the property, a serial number
or other identification number, the source of property,
who holds title, the acquisition date, and cost of the
property, percentage of Federal participation in the
cost of the property, the location, use and condition of
the property, and any ultimate disposition data
including tbe date of disposal and sale price of the

Propaty.
(2) A physical inventory of the property must be

taken and the results reconciled with the propaty
records at least once every two yeats.

(3) A control system must be developed to ensure
adequate safeguards to prevent loss, damage, or theft
of the property. Any loss, damage, or thdt shall be
investigated.

(4) Adquate maintenance procedures must be
developed to keep the property in good condition.

(5) If the grantee or subgrantee is authorized or
required to sell the property, proper sales procedures
must be established to ensure the highest possible
return.

(e) Disposition. When original or replacement
quipment aquited under a grant or subgrant is no
longer needed for the original project or program or
for other activities currently or previously supported

by a Federal agency, disposition of the equipment will
be made as follows:

( I ) Items of equipment with a current per-unit fair
market value of less than $5.000 may be retained, sold
or otherwise disposed of with no further obligation to
the awarding agency.

(2) Items of equipment with a current per unit fair
market value in excess of $5,000 may be retained or
sold and the awarding agency shall have a right to an
amount calculated by multiplying the current market
value or proceeds from sale by the awarding agency’s
share of the equipment.

(3) In cases where a grantee or subgrantee fails to
take appropriate disposition actions, the awarding
agency may direct the grantee or subgrantee to take
excess and disposition actions.

(1) Federal equipment. In the event a grantee or
subgrantee is provided federally-owned equipment:

(1) Title will remain vested in the Federal
Government.

(2) Grantees or subgrantees will manage the
quipment in accordance with Federal agency rules
and procedures, and submit an annual inventory
listing.

(3) When the quipment is no longer needed the
grantee or subgrantee will request disposition
instructions from the Federal agency.

(g) Right to wan.+ title. The Federal awarding
agency may reserve the right to transfer title to the
Federal Government or a third party named by the
awarding agency when such a third party is otherwise
eligible under existing statutes. Such transfer shall be
subject to the following standards:

(I) The property shall be identified in the grant or
othawise made known to the grantee in writing.

(2) The Federal awarding agency shall issue
disposition instruction within I20 calendar days afier
the end of the Federal support of the project for which
it was squired. If the Federal awarding agarcy fails
to issue disposition instructions within the 120
calendar-day period the grantee shall follow 0 18.32(c).

(3) When title to equipment is transferred, the
grantee shall be paid an amount calculated by applying
the percentage of participation in the purchase to the
current fair matket value of the property.

8 18.33 SupplIes.

(a) Title. Title to supplies acquired under a grant or
subgrant will vest. upon acquisition, in the grantee or
subgrantee respectively.

(b) Disposition. If thm is a residual inventory of
unused supplies exceeding $5,000 in total aggregate
fair market value upon termination or completion of
the award, and if the supplies are not needed for any
other federally sponsored programs or Projects, the
grantee or subgrantee shall compensate the awarding
agency for its share.

8 18.34 Copyrights
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The Federal awarding agency reserves a royalty-
free, nonexclusive, and irrevocable license to
reproduce, publish or otherwise use, and to authorize
others to use, for Federal Government purposes:

(a) The copyright in any work developed under a
grant, subgrant, or contract under a grant or subgrant;
and

(b) Any rights of copyright to which a grantee.
subgrantee or a contractor purchases ownership with
grant support.

$ 18.35 Subrwrrds to debarred and surpended
pWtk3.

Grantees and subgrantees must not make any award
or permit any award (subgrant or contract) at any tier
to any party which is debarred or suspended or is
otherwise excluded from or ineligible for participation
in Federal assistance programs under Executive Order
12549, “Debarment and Suspension.”

(j 18.36 Procuremenk

(a) Srares. When procuring property and services
under a grant, a State will follow the same policies and
procedures it uses for procurements from its non-
Federal funds. The State will ensure that evay
purchase order or other contmct includes any clauses
required by Federal statutes and executive orders and
their implementing regulations. Other grantees and
subgrantees will follow paragraphs (b) through (I) in
this section.

(b) Procurement standards. (I) Grantees and
subgnmxs will  use their own procurement
procedures which reflect applicable State and local
laws and regulations, provided that the procurements
conform to applicable Federal law and the standards
identified in this section.

(2) Grantees and subgrantees will maintain a
contract administration system which ensures that
contractors perform in accordance with the tams,
conditions, and Fitications of their contracts or
purchase or&s.

(3) Grantees and subgrantees will maintain a
written code of standards of conduct goveming the
performance of their employees engaged in the award
and administration of contracts. No employee, officer
or agent of the grantee or subgrantee shall participate
in selection, or in the award or administration of a
contract supported by Federal funds if a conflict of
interest, real or apparent, would be involved. Such a
conflict would arise when:

(i) The anploy- officer or agent,
(ii) Any member of his immediate family,
(iii) His or ha partner, or
(iv) An organization which employs, or is about

to employ, any of the above, has a financial or other
interest in the firm selected for award. The grantee’s
or subgrantee’s officers, employees or agents will
neither solicit nor accept gratuities, favors or anything
of monetaty value from contractors. potential
contractors, or parties to subagreements. Grantee and

subgrantees may set minimum rules where the
financial interest is not substantial or the gift is an
unsolicited item of nominal intrinsic value. To the
extent permitted by State or local law or regulations,
such standards or conduct will provide for penalties,
sanctions, or other disciplinary actions for violations
of such standards by the grantee’s and subgrantee’s
ofiicers, employees, or agents, or by contractors or
their agents. The awarding agency may in regulation
provide additional prohibitions relative to real,
apparent, or potential conflicts of interest.

(4) Grantee and subgrantet  procedures will provide
for a review of proposed procurements to avoid
purchase of unnecessary or duplicative items.
Consideration should be given lo consolidating or
breaking out procurements to obtain a more
economical purchase. Where appropriate, an analysis
will be made of lease versus purchase alternatives, and
any other appropriate analysis to determine the most
economical approach.

(5) To foster greater economy and efficiency,
grantees and subgrantees are encouraged to enter into
State and local intergovernmental agreements for
procurement or use of common goods and services.

(6) Grantees and subgrantees are encouraged to use
Federal cxocss and surplus pqerty in lieu of
purchasing new equipment and propezty whenever
such use is ftssible and reduces project costs.

(7) Grantees and subgrantees are encouraged to use
value engineering clauses in contracts for construction
projects of sufficient size to offer reasonable
opportunities for cost reductions. Value arginaaing is
a systanatic and creative analysis of each contract
item or task to asure that its essential function is
provided at the ovuall Iowa cost.

(8) Chantaa and s&grantees will make awards
only to responsible contractors possessing the ability
to paform succcssfblly under the terms and conditions
of a proposed procurement. Considantoin will be
given to such matters as contractor integrity,
compliance with public policy, record of past
performance, and financial and technical reaourccs.

(9) Grantees and subgrantees will maintain records
sufficient to detail the significant history of a
procurement. These records will include, but are not
n&ly limited to the following: rationale for the
method of procurunen~ selection of contract type,
contractor selection or rejection, and the basis for the
contract price.

(IO) Grantees and subgrantees will use time and
material type contracts only-

(i) Afta a determination that no other contract is
suitable, and

(ii) If the contract includes a ceiling price that the
contractor exceeds at its own risk.

(1 I) Grantees and subgrantees alone will be
responsible, in accordance with good administrative
practice and sound business judgment, for the
settlement of all umtmctual and administrative issues
arising out of procurements. These issues include, but
8n not limited to source evaluation, protests, disputes,
and claims. These standards do not relieve the grantee
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or subgrantee of any contractual responsibilities under
its contracts. Federal agencies will not substitute their
judgment for that of the grantee or subgrantee unless
the matter is primarily a Federal concern. Violations
of law will be referred to the local, State, or Fedeml
authority having proper jurisdiction.

(12) Grantees and subgrantees will have protest
procedures to handle and resolve disputes relating to
their procurements and shall in all instances disclose
information regarding the protest to the awarding
agency. A protestor must exhaust all administrative
remedies with the grantee and subgrantee before
pursuing a protest with the Federal agency. Reviews
of protests by the Federal agency will be limited to:

(i) Violations of Federal law or regulations and
the standards of this section (violations of State or
local law will be under the jurisdiction of State or
local authorities) and

(ii) Violations of the grantee’s or subgrantee’s
protest procedures for failure to review a complaint or
protest. Protests reeeived by the Federal agency other
than those speeitied above will be referred to the
granta or subgranta.

(c) Comperifion (I) All procurement transactions
will be conducted in a manner providing full and open
competition consistent with the standards of 518.36.
Some of the situations considered to be restrictive of
competition include but are not limited to:

(i) Placing unreasonable requirements on firms in
order for them to qualify to do business,

(ii) Requiring UMCCCSSary experience and
excessive bonding,

(iii) Noncompetitive pricing practices between
firms or between affiliated companies,

(iv) Noncompetitive awards to consultants that are
on retainer contracts,

(v) Organizational conflicts of interest,
(vi) Specifying only a ‘brand name” product

instead of allowing “an equal” product to be offered
and deseribing the performance of other relevant
requirements of the procurement, and

(vii) Any arbitrary action in the procurement
process.

(2) Grantees and subgrantees will conduct
procurements in a manner that prohibits the use of
statutorily or administratively imposed in-State or
local geographical preferences in the evaluation of
bids or proposals, except in those eases where
applicable Federal statutes expressly mandate or
encourage geographic preference. Nothing in this
section preempts State licensing laws. When
contracting for architectural and engineering (A/E)
services, geographic location may be a selection
criteria provided its application leaves an appropriate
number of qualified firms, given the nature and size of
the project. to compete for the contract.

(3) Grantees will have written selection procedures
for procurement transactions. These procedures will
ensure that all solicitations:

(i) Incorporate a clear and accurate description of
the technical requirements for the material, product, or
service to be procured. Such description shall not, in

competitive procurements, contain features which
unduly restrict competition. The description may
include a statement of the qualitative nature of the
material, product or service to be procured, and when
necessary, shall set forth those minimum essential
characteristics and standards to which it must conform
if it is to satisfy its intended use. Detailed product
specifications should be avoided if at all possible.
When it is impractical or uneconomical to make a
clear and accurate description of the technical
requirements, a “brand name or equal” description
may be used as a means to define the performance or
other salient requirements of a procurement. The
specific features of the named brand which must be
met by offerors shall be clearly stated; and

(ii) Identify all requirements which the offerors
must fulfill and all other factors to be used in
evaluating bids or proposals.

(4) Grantees and subgrantees will ensure that all
prequalified lists of persons, firms, or products which
are used in acquiring goods and services are current
and include enough qualified sources to ensure
maximum open and free competition. Also, grantees
and subgrantees will not preclude potential bidders
from qualifying during the solicitation period.

(d) Methods of prvcunmenr to be folIoweb
Procurement by small punzhase ptwedunzx Small
purchase procedures are those relatively simple and
informal procurement methods for seeming services,
supplies, or other propaty that do not cost more than
the simplified acquisition threshold fixed at 41 U.S.C.
403( I I) (currently set at Sl00.000). If small purchase
procedures are used, price or rate quotations shall be
obtained from an adequate number of qualified
SOWCCS.

(2 )  Procurement  by sealed b ids ( formal
advertising). Bids are publicly solicited and a firm-
fixed price contract (lump sum or unit price) is
awarded to the responsible bidder whose bid,
conforming with all the material terms and conditions
of the invitation for bids, is the lowest in price. The
sealed bid method is the pteferred method for
procuring cmstruction. if the conditions in
(j 18.36(d)(Z)(i)  apply.

(i) In order for sealed bidding to be feasible, the
following conditions should be present:

(A) A complete, adequate, and realistic
specification or purchase description is available;

(B) Two or more responsible bidders are willing
and able to compete effeetivcly and for the business;
and

(C) The procurement lends itself to a firm fixed
price contract and the selection of the successful
bidder can be made principally on the basis of price.

(ii) If sealed bids are used, the following
requirements apply:

(A) The invitation for bids will be publicly
advertised and bids shall be solicited from an adequate
number of known suppliers, providing them sufficient
time prior to the date set for opening the bids;

(B) The invitation for bids, which will include any
specifications and pertinent attachments, shall define
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the items or services in order for the bidder to properly
respond;

(C) All bids will be publicly opened at the time and
place prescribed in the invitation for bids;

(D) A firm fixed-price contract award will be
made in writing to the lowest responsive and
responsible bidder. Where specified in bidding
documents, factors such as discounts, transportation
cost, and life cycle costs shall be considered in
determining which bid is lowest. Payment discounts
will only be used to determine the low bid when prior
experience indicate-s that such discounts are usually
taken advantage of; and

(E) Any or all bids may be rejected if there is a
sound documented reason.

(3) Procurement by competitive proposuls. The
technique of competitive proposals is normally
conducted with more than one source submitting an
offer, and either a fixed-price or cost-reimbursement
type contract is awarded. It is generally used when
conditions are not appropriate for the use of sealed
bids. If this method is used, the following
requirements apply:

(i) Requests for proposals will be publicized and
identify all evaluation factors and their relative
importance. Any response to publicized requests for
proposals shall be honored to the maximum extent
practical;

(ii) Proposals will be solicited from an adequate
number of qualified sources;

(iii) Grantees and subgrantees will have a method
for conducting technical evaluations of the proposals
received and for selecting award=;

(iv) Awards will be made to the responsible firm
whose proposal is most advantageous to the program,
with price and other factors considered; and

(v) Grantees and subgrantees may use competitive

propo=l plvcedures for qualifications-based
p r o c u r e m e n t  o f  architecturaVengineuing ( A / E )
professional services whereby competitors’
qualifications are evaluated and the most qualified
competitor is selected, subject to negotiation of fair
and reasonable compensation. The method, where
price is not used as a selection factor, can only be used
in procurement of A& professional services. It cannot
be used to purchase other types of services though A/E
firms are a potential source to perform the proposed
effort.

(4) Procurement by noncompetitive proposals is
procurement through solicitation of a proposal from
only one source, or after solicitation of a number of
sources, competition is determined inadequate.

(i) Procurement by noncompetitive proposals may
be used only when the award of a contract is infeasible
under small purchase procedures, sealed bids or
competitive proposals and one of the following
circumstances applies:

(A) The item is available only from a single source;
(B) The public exigency or emergency for the

requinzment will not permit a delay resulting from
competitive solicitation;

(C) The awarding agency authorizes non-
competitive proposals; or

(D) After solicitation of a number of sources,
competition is determined inadequate.

(ii) Cost analysis, i.e., verifying the proposed cost
data, the projections of the data, and the evaluation of
the specific elements of costs and profits, is required.

(iii) Grantees and subgrantees may be required to
submit the proposed procurement to the awarding
agency for pre-award review in accordance with
paragraph (g) of this section.

(e) Contracring with small and minority firms,
women’s business enterprise and labor surplus area
Jrms. (I) The grantee and s&grantee will take all
necessary affirmative steps to assure that minority
firms, women’s business enterprises. and labor surplus
area firms are used when possible.

(2) Affirmative steps shall include:
( i )  Placing qualified small and minority

businesses and women’s business enterprises on
solicitation lists;

(ii) Assuring that small and minority businesses,
and women’s business enterprises are solicited
whenever they are potartial sources;

(iii) Dividing total requirements. when eco-
nomically feasible. into smaller tasks or quantities to
permit maximum participation by small and minority
business, and worna’s business entapriscs;

(iv) Establishing delivety schedules. where the
requirement pamits. which encourage participation by
small and minority business, and women’s business
enterprisea;

(v) Using the services and assistance of the Small
Business Administration, and the Minority Business
Development Agency of the Department of
Commerce; and

(vi) Requiring the prime contractor, if subcontracts
are to be let, to take the affirmative steps listed in
paragraphs (e)(2) (i) through (v) of this section.

(f) Conrrucl cost ond price. ( 1) Grant- and
subgrantees must perform a cost or price analysis in
connection with every procurement a&on including
contract modifications. The method and degree of
analysis is dependent on the facts surrounding the
particular procurement situation, but as a starting
point, grantees must make independent estimates
before receiving bids or proposals. A cost analysis
must be performed when the offeror is required to
submit the elements of his estimated cost, e.g., undo
professional, consulting, and architectural engineuing
services contracts. A cost analysis will be necessary
when adequate price competition is lacking, and for
sole source procurements, including contract
modifications or change orders, unless price
reasonableness can be established on the basis of a
catalog or market price of a commercial product sold
in substantial quantities to the general public or based
on prices set by law or regulation. A price analysis
will be used in all other instances to determine the
reasonableness of the proposed eontract price.

(2) Grantees and subgrantees will negotiate profit
as a separate element of the price for each contract in
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which there is no price competition and in all cases
where cost analysis is performed. To establish a fair
and reasonable profit, consideration will be given to
the complexity of the work to e wormed, the risk
borne by the contractor, the contractor’s investment.
the amount of subcontracting, the quality of its record
of past performance, and industry profit rates in the
surrounding geographical area for similar work.

(3) Costs or prices based on estimated costs for
contracts under grants will be allowable only to the
extent that costs incurred or cost estimates included in
negotiated prices are consistent with Federal cost
principles (see $18.22). Grantees may reference their
own cost principles that comply with the applicable
Federal cost principles.

(4) The cost plus a percentage of cost and
percentage of construction cost methods of contracting
shall not be used.

(g) Awurding agency review. (I) Grantees and
subgrantees must make available, upon request of the
awarding agency, Minical specifications on proposed
procurements where the awarding agency believes
such review is needed to ensure that the item and/or
service specified is the one being proposed for
purchase. This review generally will take place prior
to the time the specification is incorporated into a
solicitation document. However, if the grantee or
subgrantee desires to have the review accomplished
after a solicitation has been developed, the awarding
agency may still review the specifications. with such
review usually limited to the technical aspects of the
proposed purchase.

(2) Grantees and subgrantees must on request
make available for awarding agency pre-award review
procurement documents, such as requests for
proposals or invitations for bids, independent cost
estimates. etc. when:

(i) A grantez’s or subgrantee’s procurement
procedures or operation fails to comply with the
procurement standards in this section; or

(ii) The procurememt is expected to exceed the
simplified acquisition threshold and is to be awarded
without competition or only one bid or offa is
reecived in response to a solicitation; or

(iii) The procurement, which is expected to exceed
the simplified acquisition threshold, specifies a “brand
name” product; or

(iv) The proposed award is more than the
simplified acquisition threshold and is to be awarded
lo other than the apparent low bidder under a sealed
bid procurement; or

(v) A proposed contract modification changes the
scope of a contract or increases the contract amount by
more than the simplified acquisition threshold.

(3) A grantee or s&grantee will be exempt from
the pre-award review in paragraph (g)(2) of this
section if the awarding agency determines that its
procurement systems comply with the standards of
this section.

(i) A granta or subgranta may request that its
procurement system be reviewed by the awarding
agency to determine whether its system meets these

standards in order for its system to be certified.
Generally, these reviews shall occur where there is a
continuous high-dollar funding, and third-party
contracts are awarded on a regular basis.

(ii) A grantee or subgrantee may self-certify its
procurement system. Such self-certification shall not
limit the awarding agency’s right to survey the system.
Under a self-certification procedure, awarding
agencies may wish to rely on written assurances from
the granta or subgrantee that it is complying with
these standards. A grantee or subgrantee will cite
specific procedures, regulations, standards, etc., as
being in compliance with these requirements and have
its system available for review.

(h) Bonding requirements. For construction or
facility improvement contracts or subcontracts
exceeding the simplified acquisition threshold, the
awarding agency may accept the bonding policy and
requirements of the granta or subgranta provided the
awarding agency has made a determination that the
awarding agency’s interest is adquately protected. If
such a determination has not bezn made, the minimum
requirements shall be as follows:

(I) A bid guaranteejkom each bidder equivalent
to jve percent of the bid price. The “bid guarantee”
shall consist of a firm commitment such as a bid bond,
certified cheek, or other negotiable instrument
accompanying a bid as assurance that the bidder will.
upon acceptance of his bid, execute such contractual
documents as may be required within the time
specified.

(2) A performance bond on the part o/ the
contractor /or 100 percent of the contract pn’ce. A
‘paformance bond” is one executed in connection
with a contract to secure fulfillment of all the
contractor’s obligations under such contract.

(3) A payment bond on the part of the contractor
fir 100 percent of the contract price. A “payment
bond” is one executed in connection with a contract to
aasure payment as required by law of all pa-sons
supplying labor and material in the execution of the
work provided for in the contract.

(i) Contmct provisions. A grantee’s and sub-
grantee’s contracts must contain provisions in
paragraph (i) of this seztion. Federal agencies are
permitted to require changes, remedies, changed
conditions, access and records retention, suspension of
work, and other clauses approved by the OfXcc of
Fedunl Procurement Policy.

(I) Administrative, contractual, or legal remedies
in instances whae contractors violate or breach
contract terms, and provide for such sanctions and
penalties as may be appropriate. (Contracts more than
the simplified acquisition threshold)

(2) Termination for cause and for convenience by
the granta or subgmnta including the manner by
which it will be effected and the basis for settlement.
(All contracts in excess of SlO.000)

(3) Compliance with Executive Order I1246 of
September 24, 1965, entitled “Equal Employment
Opportunity,” as amended by Executive Order 11375
of October 13.1967, and as supplemented in
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Department of Labor regulations (4 I CFR chapter 60).
(All construction contracts awarded in excess of
$10.000 by grantees and their contractors or
subgrantees)

( 4 )  C o m p l i a n c e  w i t h  t h e  Copeland “Anti-
Kickback” Act (I 8 USC. 874) as supplemented in
Department of Labor regulations (29 CFR part 3).
(All contracts and subgrants for construction or repair)

(5) Compliance with the Davis-Bacon Act (40
U.S.C.  276a to 276a-7) as supplemented by
Department of Labor regulations (29 CFR part 5).
(Construction contracts in excess of $2000 awarded by
grantees and subgrantees when required by Federal
grant program legislation)

(6) Compliance with Sections 103 and 107 of the
Contract Work Hours and Safety Standards Act (40
U.S.C. 327-330) as supplemented by Department of
Labor regulations (29 CFR part 5). (Construction
contracts awarded by grantees and subgrantees in
excess of $2000, and in excess of $2500 for other
contracts which involve the employment of meehanics
or laborers)

(7) Notice of awarding agency requirements and
regulations pertaining to reporting.

(8) Notice of awarding agency requirements and
regulations pertaining to patent rights with respect to
any discovery or invention which arises or is
developed in the course of or under such contract.

(9) Awarding agency requirements and regulations
pertaining to copyrights and rights in data.

(IO) Access by the grantee, the subgrantee, the
Federal grantor agency, the Comptroller General of
the United States, or any of their duly authorized
representatives to any books, documents, papers, and
records of the contractor which are directly pertinent
to that specific contract for the purpose of making
audit, examination, excerpts, and transcriptions.

(I I ) Retention of all required records for three years
afta grantees or subgrantees make final payments and
all other pending matters are closed.

(12) Compliance with all applicable standards,
orders, or requirements issued unda section 306 of the
Clean Air Act (42 U.S.C. 1857(h)), section 508 of the
Clean Wata Act (33 U.S.C. 1368), Exeeutive Chda
11738, and Environmental Protection Agency
regu la t ions  (40  CFR par t  IS). (contr8cts,
subcontracts, and subgrants of amounts in excess of
SlOO,OOo)

(13) Mandatory standards and policies relating to
energy ef?iciency which are contained in the state
energy conservation plan issued in compliance with
the Energy Policy and Conservation Act (Pub. L. 94-
163.89 Stat. 871).

(j) 23 U.S.C. 112(a) directs the Seeremry to
require recipients of highway construction grants to
use bidding methods that are “efTective in securing
competition.” Detailed construction contra&g
procedures are contained in 23 CFR part 635, subpart
A.

(k) Section 3(a)(2)(C) of the UMT Act of 1964. as
amended, prohibits the use of grant or loan funds to

support procurements utilizing exclusionary or
discriminatory specifications.

(I) 46 U.S.C. 1241(b)(l) and 46 CFR part 381
impose cargo preference requirements on the shipment
of foreign made goods.

(m) Section I65 of the Surface Transportation
Assistance Act of 1982, 49 U.S.C. 1601, section 337
of the Surface Transportation and Uniform Relocation
Assistance Act of 1987, and 49 CFR parts 660 and
661 impose Buy America provisions on the
procurement of foreign products and materials.

(n) Section 105(f) of the Surface Transportation
Assistance Act of 1982, section 106(c) of the Surface
Transportation and Uniform Relocation Assistance
Act of 1987, and 49 CFR part 23 impose requirements
for the participation of disadvantaged business
enterprises.

(0) Section 308 of the Surface Transportation
Assistance Act of 1982, 49 U.S.C. 1068(b)(2),
authorizes the use of competitive negotiation for the
purchase of rolling stock as appropriate.

(p) 23 USC. 112(b) provides for an exemption
to competitive bidding requirements for highway
construction contracts in emergency situations.

(q) 23 U.S.C. 112 requires concurrence by the
Seaetary before highway construction contracts can
be awarded except for projects authorized tmda the
provisions of 23 U.S.C. 171.

(r) 23 U.S.C. 112(e) requires standardized contract
clauses concerning site conditions, suspension or
work, and material changes in the scope of the work
for highway construction contracts.

(s) 23 U.S.C. 140(b) authorizes the preferential
employment of Indians on Indian Resavation road
projeets and contracts.

(t) FHWA, UMTA, and Federal Aviation Admin-
istration (FM) grantees and subgrantees shall extend
the use of qualifications-based (e.g., architectural and
engineering services) contract selection procedures to
certain otha related areas and shall award such,
contracts in the same manna as Federal contracts for
architectural and engineering services are negotiated
u n d a  T i t l e  I X  o f  t h e  Fe&al Ptoperty a n d
Administrative Services Act of 1949, or equivalent
State (or airport sponsor for FAA) qualifications-based
requirements. For FHWA and UMTA programs, this
provision applies except to the extent that a State
adopts or has adopted by statute a formal procedure
for the procurement of such services.

[53 FR 8086 and 8087, Mar. 11, 1988, as amended at
53 FR 8087, Mar. I I. 1988; 60 FR 19639.19647, Apr.
19, 19951

Q 18.37 Subgrants.

( a )  Sraffr.r. States shall follow state law and
procedures when awarding and administering
subgrants (whetha on a cost reimbursement or fixed
amount basis) of financial assistance to local and
Indian tribal governments. States shall:
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(I) Ensure that every subgrant includes any clauses
required by Federal statute and executive orders and
their implementing regulations;

(2) Ensure that subgrantees are aware of require-
ments imposed upon them by Federal statute and
regulation;

(3) Ensure that a provision for compliance with
$18.42 is placed in every cost reimbursement
subgrant; and

(4) Conform any advances of grant funds to sub-
grantees substantially to the same standards of timing
and amount that apply to cash advances by Federal
agencies.

(b) All orher grantees. All other grantees shall
follow the provisions of this part which are applicable
to awarding agencies when awarding and
administering subgrants (whether on a cost
reimbursement or fixed amount basis) of financial
assistance to local and Indian tribal governments.
Grantees shall:

(1) Ensure that every subgrant includes a provision
for compliance with this part;

(2) Ensure that every subgrant includes any clauses
required by Federal statute and executive orders and
their implementing regulations; and

(3) Ensure that subgrantees are aware of re-
quirements imposed upon them by Federal statutes
and regulations.

( c )  Excepnonr. By their own terms, certain
provisions of this part do not apply to the award and
administration of subgrants:

(I) Section 18.10;
(2) Section 18. I I;
(3) The ktta -of credit procedures specified in

Treasury Regulations at 31 CFR part 205, cited in
$18.21; and

(4) Section 18.50.

REPORTS, RECORDS, RETENTION, AND
ENFORCEMENT

5 18.40 Monitoring and rcportlng program per-
form8nce.

(a )  Monitor ing by grunfees. Grantees are  re-
sponsible for managing the day-today operations of
grant and subgrant supported activities. Grantees must
monitor grant and subgrant supported activities to
8ssure compliance with applicable Federal
requirements and that performance goals are being
achieved. Grantee monitoring must cover each
program, function or activity.

(b)  Nonconstruction perjbrmance reports.  The
Federal agency may, if it decides that performance
information avaikbk from subsequent applications
contains sufficient information to meet its
programmatic needs, require the grantee to submit a
performance report only upon expiration or
termination of grant support. Unless waived by the
Federal agency this report will be due on the same
date as the tinal Financial Status Report.

(I) Grantees shall submit annual performance
reports unless the awarding agency requires quarterly
or semi-annual reports. However, performance reports
will not be required more frequently than quarterly.
Annual reports shall be due 90 days after the grant
year, quarterly or semi-annual reports shall be due 30
days after the reporting period. The final performance
report will be due 90 days after the expiration or
termination of grant support. If a justifkd request is
submitted by a grantee, the Federal agency may
extend the due date for any performance report,
Additionally, requirements for unnecessary
performance reports may be waived by the Federal

agmcy.
(2) Performance reports will contain, for each

grant, brief information on the following:
(i) A comparison of actual accomplishments to the

objectives established for the period. Where the
output of the project can be quantifkd, a computation
of the cost per unit of output may be required if that
information will be useful.

(ii) The reasons for slippage if established
objectives were not met.

(iii) Additional pertinent information including,
when appropriate, analysis and explanation of cost
overruns or high unit costs.

(3) Grantees will not be required to submit more
than the original and two copies of perfotmance

v.
(4) Grantees will adhere to the standards in this

section in prescribing perfotmancc report ing
requirements for s&grantees.

(c) Construction perjhnance reports. For the
most part, on-site technical inspections and catified
percentagaof-compluion data are relied on heavily by
Federal agencies to monitor progress unda
construction grants and subgrants. The Federal
agency will require additional formal performance
reports only when considacd nw, and never
more frequently than quarterly.

(1) Section 12(h) of the UMT Act of 1964, as
amended, requires pre-award testing of new buses
models.

(2) P-4
(d) Sign@cant dewlopments. Events may occur

between the schedukd performance reporting dates
which have significant impact upon the grant or
subgrant supported activity. In such cases, the grantee
must inform the Federal agency as soon as the
following types of conditions become known:

(1) Probkans, delays, or adverse conditions which
will materially impair the ability to meet the objective
of the award. This disclosure must include a statement
of the action taken, or contemplated, and any
assistance needed to resolve the situation.

(2) Favorable developments which enable meeting
time schedules and objectives sooner or at less cost
than anticipated or producing more beneticial results
than originally planned.

(e) Federal agencies may make site visits as
warranted by program needs.
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(f) Waivers. exlensions. (1) Federal agencies may
waive any performance report required by this part if
not needed.

(2) The grantee may waive any performance report
from a subgrantee when not needed. The grantee may
extend the due date for any performance report from a
subgrantee if the grantee will still be able to meet its
performance reporting obligations to the Federal
agency.

[ 53 FR 8086 and 8087, Mar. 1 I, 1988. as amended at
53 FR 8087, Mar. I I, 19881

8 18.41 Financial reporting.

(a) General. (I) Except as provided in paragraphs
(a) (2) and (5) of this section, grantees will use only
the forms specified in paragraphs (a) through (e) of
this section, and such supplementary or other forms as
may from time to time be authorized by OMB. for:

( i )  Submitt ing f inancial  reports to Federal
agencies, or

(ii) Requesting advances or reimbursements when
letters of credit are not used.

(2) Grantees need not apply the forms prescribed
in this section in dealing with their subgrantees.
However, grantees shall not impose more burdensome
requirements on subgrantees.

(3) Grantees shall follow all applicable standard
and supplemental Federal agency instructions
approved by OMB to the extent required under the
Paperwork Reduction Act of 1980 for use in
connection with forms specified in paragraphs (b)
through (e) of this section. Federal agencies may issue
substantive supplementary instructions only with the
approval of OMB. Federal agencies may shade out or
instruct the grantee to disregard any line item that the
Federal agency f inds unnecessary for  i ts
decisionmaking purposes.

(4) Grantees will not be required to submit more
than the original and two copies of forms required
under this part.

(5) Federal agencies may provide computer outputs
to grantees to expedite or contribute to the accuracy of
reporting. Federal agencies may accept the required
information from grantees in machine usable format or
computer printouts instead of preacribal forms.

(6) Federal agencies may waive any report required
by this section if not needed.

(7) Federal agencies may extend tbe due date of
any financial report upon receiving a justified tequeat
from a grantee.

(b) Financial S~otus Report-(l) Form. Grantees
will use Standard Form 269 or 269A, Financial Status
Report, to report the status of funds for all non-
construction grants and for construction grants when
required in accordance with $18.4 I (e)(2)(iii).

(2) Accounring baris. Each grantee will report
program outlays and program income on a cash or
accrual basis as preaeribed by the awarding agency. I f
the Federal agency requires accrual information and
the grantee’s accounting reeotds are not normally kept

on the accrual basis, the grantee shall not be required
to convert its accounting system but shall develop
such accrual information through and analysis of the
documentation on hand.

(3) Frequency. The Federal agency may prescribe
the frequency of the report for each project or
program. However, the report will not be required
more frequently titan quarterly. If the Federal agency
does not specify the frequency of the report, it will be
submitted annually. A final report will be required
upon expiration or termination of grant support.

(4) Due dare. When reports are required on a
quarterly or semiannual basis, they will be due 30 days
after tbe reporting period. When required on an
annual basis, they will be due 90 days afia the grant
year. Final reports will be due 90 days after the
expiration or termination of grant support.

(c) Federal Cash Transactions Report+ I ) Form.
(i) For grants paid by letter of credit, Treasury check
advances or electronic transfer of funds, the grantee
will submit the Standard Form 272. Federal Cash
Transactions Report, a n d  w h e n  nw, i t s
continuation sheet, Standard Form 2724 unless the
terms of the award exempt the grantee from this
requirement.

(ii) These reports will be used by the Federal
agency to monitor cash advanced to grantees and to
obtain disbursement or outlay information for each
grant from grantees. The format of the report may be
ndnpted as appropriate when reporting is to be
accomplished with the assistance of automatic data
processing equipment provided that the information to
be submitted is not changed in substance.

( 2 )  Foreca~ of F e d e r a l  c a s h  requirementi.
Forecasts of Federal cash requirements may be
required in the “Remarks” section of the repott.

( 3 )  Cash in  hunk o f  subgrantees. Whar con-
sidered nw and feasible by the Federal agency,
grantees may be required to report tire amount of cash
ndvnnccs in excess of three days needs in the hands of
their s&grantees or contractors and to provide short
narrative explanations of actions taken by the grantee
to Ieduce the excess balances.

(4) Frequency and due dale. Grantees must submit
the report no later than 15 working days following the
end of each quarter. However. where an aclvancc
either by letter of credit or electronic transfa of funds
is authorized at an annualized rate of one million
dollars or more, the Federal agency may require the
report to be submitted within 15 working days
following the end of each month.

(d) Request /or udwnce or reimbursement-(l)
Advance payments. Requests for Treasury check
advance payments will be submitted on Standard
Form 270, Request for Advance or Reimbutsunatt.
(This form will not be used for drawdowns under a
letter of credit, electronic funds transfer or when
Treasury check advance payments are made to the
grantee automatically on a predetermined basis.)

(2) Reimbursements. Requests for reimbursement
under nonconstruction grants will also be submitted on
Standard Form 270. (For reimbursement requests
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under construction grants, see paragraph (e)( I ) of this
section.)

(3) The frequency for submitting payment requests
is treated in #18.41(b)(3).

(e) Ourlay report and request for reimbursement
for construction programs. (I) Grants rhal supporl
construction activities paid by reimbursement method.
(i) Requests for reimbursement under construction
grants will be submitted on Standard Form 271.
Outlay Report and Request for Reimbursement for
Construction Programs. Federal agencies may,
however, prescribe the Request for Advance or
Reimbursement form, specified in $18.41(d), instead
of this form.

(ii) The frequency for submitting reimbursement
requests is treated in $18.41(b)(3).

(2) Grants that support construction activities paid
by letter of credit, elecrronic finds transfer or
Treasury check advance. (i) When a construction
grant is paid by letter of credit, electronic fUnds
transfer or Treasury cheek advances, the grantee will
report its outlays lo the Federal agency using Standard
F o r m  271. Outlay Report and Request for
Reimbursement for Construction Programs. The
Federal agency will provide any necessary special
instruction. However, f?eque~~cy and due date shall be
governed by $18.4 1 (b)(3) and (4).

(ii) When a construction grant is paid by Treasury
check advances based on periodic requests from the
grantee, the advances will be requested on the form
specified in 0 18.4 l(d).

(iii) The Federal agency may substitute the
Financial Status Report speeitied in #18.41(b) for the
Outlay Report and Request for Reimbursement for
Construction Programs.

(3) Accounting basis. The accounting basis for the
Outlay Report and Request for Reimbursement for
Construction Programs shall be governed by
(j 18.4 I (b)(2).

(f) Notwithstanding the provisions of paragraphs
(a)(l) of this section, recipients of FHWA and
National Highway Tral?ic Safety Administration
(NHTSA) grants shall use FHWA, NHTSA or State
financial reports.

[53 FR 8086 and 8087, Mar. I I. 1988, as amended at
53 FR 8087, Mar. I I, 19881

f3 18.42 Rctcntlon and accens requirements for
records.

(a) Applicabilify. (I) This section applies to all
financial and programmatic records, supporting
documents, statistical records, and other records of
grantees or s&grantees which are:

(i) Required to bc maintained by the terms of this
part, program regulations or the grant agreement, or

(ii) Otherwise reasonably considered as pertinent to
program regulations or the grant agreement.

(2) This section does not apply to records main-
tained by contractors or subcontractors. For a

requirement to place a provision concerning records in
certain kinds of contracts, see 0 18.36(i)( IO).

(b) LRngrh of retention period. (I) Except as
otherwise provided, records must be retained for three
years from the starting date specified in paragraph (c)
of this section.

(2) If any litigation, claim, negotiation, audit or
other action involving the records has been started
before the expiration of the 3-year period, the records
must be retained until completion of the action and
resolution of all issues which arise from it, or until the
end of the regular 3-year period, whichever is later.

(3) To avoid duplicate reeordkeeping, awarding
agencies may make special arrangements with
grantees and subgrantees to retain any records which
are continuously needed for joint use. The awarding
agency will request transfer of records to its custody
when it determines that the records possess long-term
retention value. When the records are transferred to or
maintained by the Fedaal agency, the 3-year retention
requirement is not applicable to the grantee or
subgrantee.

(c) Starting date of retention period-( I ) General.
When grant support is continued or renewed at annual
or otha intervals, the retention period for the records
of each funding period statts on the day the grantee or
subgrantee submits to the awarding agency its single
or last expenditure report for that period. However, if
grant support is continued or renewed quarterly, the
retention period for each year’s records starts on the
day the grantee submits its expenditure report for the
last quarter of the Federal fiscal year. in all other
cases, the retention period starts on the day the grantee
submits its final expenditure report. If an expenditure
report has &en waived, the retention period starts on
the day the report would have bacn due.

(2) Real property and equipment records. The
retention period for real property and equipment
records starts from the date of the disposition or
replacement or transfer at the direction of the
awarding agency.

(3) Records for income transactions a/ter grant or
subgrant supp011. In some cases grantees must repot-t
income after the period of grant support. Whae there
is such a requirement, the retention period for the
records pertaining to the earning of the income starts
from the end of the grantee’s fiscal year in which the
income is earned.

(4) Indirecl cost rate proposals, cost allocations
plans, etc. This paragraph applies to the following
ty~e.s of documents, and their supporting records:
indirect cost rate computations or proposals, cost
allocation plans, and any similar accounting
computations of the rate at which a particular group of
costs is chargeable (such as computer usage
chargeback rates or composite fringe benefit rates).

(i) If submitted for negotiation. If the proposal,
plan, or other computation is required to be submitted
to the Federal Government (or to the grantee) to form
the basis for negotiation of the rate, then the 3-year
mention period for its supporting rccotds starts from
the date of such submission.
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(ii) If not submitted for negotiation. If the pro-
posal, plan, or other computation is not required to be
submitted to the Federal Government (or to the
grantee) for negotiation purposes, then the 3-year
retention Period for the proposal plan, or computation
and its supporting records starts From the end of the
fiscal year (or other accounting period) covered by the
proposal, plan, or other computation.

(d) Substitution of microfilm. Copies made by
microfilming, photocopying, or similar methods may
be substituted for the original records.

(e) Access to recorak-( I ) Records of grantees and
subgrantees. The awarding agency and the
Comptroller General of the United States, or any of
their authorized representatives, shall have the right of
access to any putinent  books, documents, papers, or
other records of grantees and subgrantees which are
pertinent to the grant, in order to make audits,
examinations, excerpts, and transcripts.

(2) Expiration of right of access. The right of
access in this section must not be limitod to the
required retention period but shall last as long as the
records arc retained.

(f) Restrictions on public access. The Federal
Freedom of Information Act (5 U.S.C. 552) does not
apply to records unless required by Federal, State, or
local law, grantees and subgrantees are not required to
Permit public access to their records.

6 18.43 Enforcement.

(a) Remedies for noncompliance. If a grantee or
subgrantee materially fails to comply with any term of
an award, whether stated in a Federal statute or
regulation, an assurance, in a State plan or application,
a notice of award, or elsewhere, the awarding agency
may take one or more of the following actions, as
appropriate in the circumstances:

(I ) Temporarily withhold cash Payments Pending
correction of the deficiency by the grantee or
subgrantee or more severe enforcement action by the
awarding agency,

(2) Disallow (that is. deny both use of funds and
matching credit for) all or Part of the cost of the
activity or action not in compliance,

(3) Wholly or partly suspend or terminate the
current award for the grantee’s or subgrantee’s

Program,
(4) Withhold further awards for the program, or
(5) Take other remedies that may be legally

available.
(b) Hearings, appeals. In taking an enforcement

action, the awarding agency will Provide the grantee
or subgrantee an opportunity for such hearing. appeal,
or other administrative Proceeding to which the
grantee or subgrantee is entitled under any statute or
regulation applicable to the action involved.

(c) Efic& o/suspension and termination. Costs of
grantee or subgrantee resulting from obligations
incurred by the grantee or subgrantee during a
suspension or after termination of an award are not
allowable unless the awarding agency expressly

authorizes them in the notice of suspension or
termination or subsequently. Other grantee or
subgrantee costs during suspension or after
termination which are necessary and not reasonably
avoidable are allowable if:

(I) The costs result from obligations which were
properly incurred by the grantee or subgrantee before
the effective date of suspension or termination, are not
in anticipation of it, and, in the case of a termination,
are noncancellable, and,

(2) The costs would be allowable if the award were
not suspended or expired normally at the end of the
funding period in which the termination takes effect.

(d) Relationship IO debarment and suspension. The
enforcement remedies identified in this section,
including suspension and termination, do not Preclude
grantee or subgrantee from being subject to
“Debannent and Suspension” under E.O. 12549 (see
$18.35).

$ 18.44 Termlnrtlon  for eonvenicnce.

Except as provided in 818.43 awards may be
terminated in whole or in Part only as follows:

(a) By the awarding agency with the consent of the
grantee or subgrantee in which case the two Parties
shall agree upon the termination conditions, including
the effective date and in the case of partial
termination, the portion to be terminated, or

(b) By the grantee or subgrantee upon written
notification to the awarding agency, setting forth the
reasons for such termination, the effective date, and in
the case of partial termination, the Portion to be
terminated.. However, if, in the case of a Partial
termination, the awarding agency determines that the
remaining portion of the award will not accomplish
the purposes for which the award was made, the
awarding agency may terminate the award in its
entirety under either 418.43 or pamgraPh (a) of this
section.

Subpart D-After-The-Grant
Requirements

g 18.50 Closeuut.

(a) General. The Federal agency will close out the
award when i t  detaminea that al l  applicable
administrative actions and all required work of the
grant has been completed.

(b) Reports. Within 90 days &a the expiration or
termination of the grant, the grantee must submit all
financial, Performance, and other rqorts required as a
condition of the grant. Upon request by the grantee,
Federal agencies may extend this timeframe. These
may include but are not limited to:

( I ) Final peformance or progress report.
(2) Financial Status Report (SF 269) or Outlay

Report and Request for Reimbursement for
Construction Pmgrams (SF-271) (as applicable).
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(3)  Fmal request /or payment (SF-270) (f
applicable).

(4) Invention disclosure (ifapplicable).
(5) Federally-owned property report:

In accordance with $18.32(f),  a grantee must submit
an inventory of all federally owned property (as
distinct from property acquired with grant funds) for
which it is accountable and request disposition
instructions from the Federal agency of property no
longer needed.

(c) Cost adjustment. The Federal agency will,
within 90 days after receipt of reports in paragraph (b)
of this section, make upward or downward
adjustments to the allowable costs.

(d) Cash adjustments. (I) The Federal agency will
make prompt payment to the grantee for allowable
reimbursable costs.

(2) The grantee must immediately refund to the
Federal agency any balance of unobligated
(unencumbered) cash advanced that is not authorized
to be retained for use on other grants,

(i 18.51 Later disallowances and adjustments.

The closeout of a grant does not affect:
(a) The Federal agency’s right to disallow costs and

recover funds on the basis of a later audit or other
review;

(b) The grantee’s obligation to return any funds due
as a result of later refunds, corrections, or other
transactions;

(c) Records retention as required in f 18.42;
(d) Property management requirements in 4gI8.3 I

and 18.32; and
(e) Audit requirements in 4 18.26.

4 18.52 Collection of amounts due.

(a) Any funds paid to a grantee in excess of the
amount to which the grantee is finally determined to
be entitled under the terms of the award constitute a
debt to the Federal Government. If not paid within a
reasonable period afta demand, the Federal agency
may reduce the debt by:

(I) Making an administrative offset against other
requests for reimbursements.

(2) Withholding advance payments otherwise due
to the grantee, or

(3) Other action pamittal by law.
(b) Except where otherwise provided by statutes or

regulations, the Federal agency will charge interest on
an overdue debt in accordance with the Federal Claims
Collection Standards (4 CFR Ch. II). The date from
which interest is computed is not extended by
litigation or the filing of any form of appeal.

Subpart E-Entitlements
[Reserved]
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OMB CIRCULAR A-87 (revised 5/4/95, As Further Amended 8/29/97)

CIRCULAR NO. A-87
Revised

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Cost Principles for State, Local, and Indian Tribal Governments

1. Purpose. This Circular establishes principles and standards for determining costs for Federal awards carried
out through grants, cost reimbursement contracts, and other agreements with State and local governments and
federally-recognized lndian tribal governments (governmental units).

2. Authority. This Circular is issued under the authority of the Budget and Accounting Act of 192 1, as amended;
the Budget and Accounting Procedures Act of 1950, as amended; the Chief Financial Of?icers Act of 1990;
Reorganization Plan No. 2 of 1970; and Executive Order No. 1154 I (“Prescribing the Duties of the Office of
Management and Budget and the Domestic Policy Council in the Executive Office of the President”).

3. Background. An interagency task force was established in 1987 to review existing cost principles for Federal
awards to State, local, and Indian tribal governments. The task force studies Inspector General reports and
recommendations, solicited suggestions for changes to the Circular from governmental units, and compared for
consistency the provisions of other OMB cost principlea circulars covering non-profit organizations and
universities. A proposed revised Circular reflecting the results of those efforts was issued on October 12, 1988,
and August 19.1993. Extensive comments on the proposed revisions, discussions with interest groups, and
related developments were considered in developing this revision.

4.

5.

Rescissions. This Circular rescinds and supersedes Circular A-87, issued January 15,1981.

Policy. This Circular establishes principles and standards to provide a uniform approach for determining costs
and to promote effective program delivery, efftciency, and better relationships between governmental  units and
the Federal Government. The principles are for determining allowable costs only. They are not intended to
identify the circumstances or to dictate the extent of Federal and governmental unit participation in the
financing of a particular Federal award. Provision for profit or other increment above cost is outside the scope
of this Circular.

6. Definitions. Definitions of key terms used in this Circular are contained in Attachment A, Section B.

7. Required Action. Agencies responsible for administering programs that involve cost reimbursement contracts,
grants, and other agreements with governmental units shall issue codified regulations to implement the
provisions of this Circular and its Attachments by September 1,1995.

8. OMB Responsibilities. The Ofice of Management and Budget (OMB) will review agency regulations and
implementation of this Circular, and will provide policy interpretations and assistance to insure effective and
efficient implementation. Any exceptions will be subject to approval by OMB. Exceptions will only be made
in particular cases where adequate justification is presented.

9. Information Contact. Further information concerning this Circular may be obtained by contacting the Offtce
of Federal Financial Management, Financial Standards and Reporting Branch, Offrice  of Management and
Budget, Washington, DC 20503, telephone 202-395-3993.

10. Policy Review Date. OMB Circular A-87 will have a policy review three years from the date of issuance.
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11. Effective Date. This Circular is effective as follows:

For costs charged indirectly or otherwise covered by the cost allocation plans described in
Attachments, C,D and E, this revision shall be applied to cost allocation plans and indirect cost proposals
submitted or prepared for a governmental unit’s fiscal year that begins on or after September 1, 1995.

For other costs, this revision shall be applied to all awards or amendments, including continuation or
renewal awards, made on or after September 1, 1995.

Attachments

TABLE OF CONTENTS

Attachment A - General Principles for Determining Allowable Costs

Attachment B - Selected Items of Cost

Attachment C - State/Local-Wide Central Service Cost Allocation Plans

Attachment D - Public Assistance Cost Allocation Plans

Attachment E - State and Local Indirect Cost Bate Proposals

COST PRINCIPLES FOR STATE, LOCAL AND INDIAN TRIBAL GOVERNMENTS

Attachment A - General Principles for Determining Allowable Costs

Table of Contents

A. Purpose and scope

1. Objectives.
2. Policy guides
3. Appication

B. Definitions

1. Approval or authorization of the awarding or cognizant Federal agency
2. Award
3. Awarding agency
4. Central service cost allocation plan
5. Claim
6. Cognizant agency
7. Common rule
8. Contract
9. cost
10. Cost allocation plan
11. Cost objective
12. Federally-recognized Indian tribal government
13. Governmental unit
14. Grantee department or agency
15. Indirect cost rate proposal
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16. Local government
17. Public assistance cost allocation plan
18. State

C. Basic Guidelines

I. Factors affecting allowability of costs
2. Reasonable costs
3. Allocable costs
4. Applicable credits

D. Composition of Cost

I.
2.

Total cost
Classification of costs

E. Direct Costs

1. General
2. Application
3. Minor items

F. Indirect Costs

I. General
2. Cost allocation plans and indirect cost proposals
3. Limitation on indirect or administrative costs

C. Interagency Services

H. Required Certitlcrtions

A. Purpose and Scope

1. Objectives. This Attachment establishes principles for determining the allowable costs incurred by State,
local, and federally-recognized Indian tribal governments (governmental units) under grants, cost reimbursement
contracts, and other agreements with the Federal Government (collectively referred to in this Circular as “Federal
awards”). The principles are for the purpose of cost determination and are not intended to identify the
circumstances or dictate the extent of Federal or governmental unit participation in the financing of a particular
program or project. The principles are designed to provide that Federal awards bear their fair share of cost
recognized under these principles except where restricted or prohibited by law. Provision for profit or other
increment above cost is outside the scope of this Circular.

2. Policy guides

a. The application of these principles is based on the fundamental premises that:

(1) Governmental units are responsible for the efficient and effective administration of Federal awards
through the application of sound management practices.

(2) Govemmental units assume responsibility for administering Federal funds in a manner consistent with
underlying agreements, program objectives, and the terms and conditions of the Federal award.
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(3) Each governmental unit, in recognition of its own unique combination of staff, facilities, and
experience, will have the primary responsibility for employing whatever form of organization and management
techniques may be necessary to assure proper and efficient administration of Federal awards.

b. Federal agencies should work with States or localities which wish to test alternative mechanisms for paying
costs for administering Federal programs. The Office of Management and Budget (OMB) encourages Federal
agencies to test fee-for-service alternatives as a replacement for current cost-reimbursement payment methods in
response to the National Performance Review’s (NPR) recommendation. The NPR recommended the fee-for-
service approach to reduce the burden associated with maintaining systems for charging administrative costs to
Federal programs and preparing and approving cost allocation plans. This approach should also increase incentives
for administrative efficiencies and improve outcomes.

3. Application

a. These principles will be applied by all Federal agencies in determining costs incurred by governmental units
under Federal awards (including subawards) except those with (1) Publicly-financed educational institutions subject
to OMB Circular A-2 1, “Cost Principles for Educational Institutions,” and (2) programs administered by publicly-
owned hospitals and other providers of medical care that are subject to requirements promulgated by the sponsoring
Federal agencies. However, this Circular does apply to all central service and department/agency costs that are
allocated or billed to those educational institutions, hospitals, and other providers of medical care or services by
other State and local government departments and agencies.

b. All subawards are subject to those Federal cost principles applicable to the particular organization
concerned. Thus, if a subaward is to a governmental unit (other than a college, university or hospital), this Circular
shall apply; if a subaward is to a commercial organization, the cost principles applicable to commercial
organizations shall apply; if a subaward is to a college or university, Circular A-21 shall apply; if a subaward  is to a
hospital, the cost principles used by the Federal awarding agency for awards to hospitals shall apply, subject to the
provisions of subsection A.3.a. of this Attachment; if a subaward is to some other non-profit organization, Circular
A- 122, “Cost Principles for Non-Profit Organizations,” shall apply.

c. These principles shall be used as a guide in the pricing of futed price arrangements where costs are used in
determining the appropriate price.

d. Where a Federal contract awarded to a governmental unit incorporates a Cost Accounting Standards (CAS)
clause, the requirements of that clause shall apply. In such cases, the governmental unit and the cognizant Federal
agency shall establish an appropriate advance agreement on how the governmental unit will comply with applicable
CAS requirements when estimating, accumulating and reporting costs under GAS-covered contracts. The
agreement shall indicate that OMB Circular A-87 requirements will be applied to other Federal awards. In all cases,
only one set of records needs to be maintained by the governmental unit.

e. Conditional exemptions.

(1) OMB authorizes conditional exemption from OMB administrative requirements and cost principles
circulars for certain Federal programs with statutorily-authorized consolidated planning and consolidated
administrative funding, that are identified by a Federal agency and approved by the head of tire Executive
department or establishment. A Federal agency shall consult with OMB during its consideration of whether to grant
such an exemption.

(2) To promote efficiency in State and local program administration, when Federal non-entitlement
programs with common purposes have specific statutorily-authorized consolidated planning and consolidated
administrative funding and where most of the State agency’s resources come from non-Federal sources, Federal
agencies may exempt these covered State-administered, non-entitlement grant programs from certain OMB grants
management requirements. The exemptions would be from all but the allocability of costs provisions of OMB
Circulars A-87 (Attachment A, subsection C.3) ‘Cost Principles for State, Local, and Indian Tribal Governments,”
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A-2 1 (Section C, subpart 4), “Cost Principles for Educational Institutions,” and A- 122 (Attachment A, subsection
A.4) “Cost Principles for Non-Profit Organizations,” and from all of the administrative requirements provisions of
OMB Circular A- 110, “Uniform Administrative Requirements for Grants and Agreements with lnstitutions of
Higher Education, Hospitals, and Other Non-Profit Organizations,” and the agencies’ grants management common
rule.

(3) When a Federal agency provides this flexibility, as a prerequisite to a State’s exercising this option, a
State must adopt its own written fiscal and administrative requirements for expending and accounting for all funds,
which are consistent with the provisions of OMB Circular A-87, and extend such policies to all subrecipients. These
fiscal and administrative requirements must be sufftciently  specific to ensure that: funds are used in compliance with
all applicable Federal statutory and regulatory provisions, costs are reasonable and necessary for operating these
programs, and funds are not be used for general expenses required to carry out other responsibilities of a State or its
subrecipients.

B. Definitions

1. “Approval or authorization of the awarding or cognizant Federal agency” means documentation
evidencing consent prior to incurring a specific cost. If such costs are specifically identified in a Federal award
document, approval of the document constitutes approval of the costs. If the costs are covered by a State/local-wide
cost allocation plan or an indirect cost proposal, approval of the plan constitutes the approval.

2. “Award” means grants, cost reimbursement contracts and other agreements between a State, local and
Indian tribal government and the Federal Government.

3. “Awarding agency” means (a) with respect to a grant, cooperative agreement, or cost reimbursement
contract, the Federal agency, and (b) with respect to a subaward, the party that awarded the subaward.

4. “Central service cost allocation plan ” means the documentation identifying, accumulating, and allocating
or developing billing rates based on the allowable costs of services provided by a governmental unit on a centralized
basis to its departments and agencies. The costs of these services may be allocated or billed to users.

5. “Claim ” means a written demand or written assertion by the governmental unit or grantor seeking, as a
matter of right, the payment of money in a sum certain, the adjustment or interpretation of award terms, or other
relief arising under or relating to the award. A voucher, invoice or other routine request for payment that is not a
dispute when submitted is not a claim. Appeals, such as those filed by a governmental unit in response to
questioned audit costs, are not considered claims until a final management decision is made by the Federal awarding
agency.

6. “Cognitant agency” means the Federal agency responsible for reviewing, negotiating, and approving cost
allocation plans or indirect cost proposals developed under this Circular on behalf of all Federal agencies. OMB
publishes a listing of cognizant agencies.

7. “Common Rule ” means the “Uniform Administrative Requirements for Grants and Cooperative
Agreements to State and Local Governments; Final Rule” originally issued at 53 FR 8034-8 103 (March 11,1988).
Other common rules will be referred to by their specific titles.

8. “Contract” means a mutually binding legal relationship obligating the seller to furnish the supplies or
services {including construction) and the buyer to pay for them. It includes all types of commitments that obligate
the government to an expenditure of appropriated funds and that, except as otherwise authorized, are in writing. In
addition to bilateral instruments, con&acts  include (but are not limited to): awards and notices of awards, job orders
or task orders issued under basic ordering agreements; letter contracts; orders, such as purchase orders, under which
the contract becomes effective by written acceptance or performance; and, bilateral contract modifications.
Contracts do not include grants and cooperative agreements covered by 3 I U.S.C. 6301 et seq.
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9. “Cosr” means an amount as determined on a cash, accrual, or other basis acceptable to the Federal awarding
or cognizant agency. It does not include transfers to a general or similar fund.

10. “Cosr allocation plan ” means central service cost allocation plan, public assistance cost allocation plan,
and indirect cost rate proposal. Each of these terms are further defined in this section.

11. “Cost objective ” means a function, organizational subdivision, contract, grant, or other activity for which
cost data are needed and for which costs are incurred.

12. “Federally-recognitcd Indian tribolgovernment  ” means the governing body or a governmental agency of
any Indian tribe, band, nation, or other organized group or community (including any native village as defined in
Section 3 of the Alaska Native Claims Settlement Act, 85 Stat. 688) certified by the Secretary of the Interior as
eligible for the special programs and services provided through the Bureau of Indian Affairs.

13. “Governmental unit” means the entire State, local, or federally-recognized Indian tribal government,
including any component thereof. Components of governmental units may function independently of the
governmental unit in accordance with the term of the award.

14. “Grantee department or agency ” means the component of a State, local, or federally-recognized Indian
tribal government which is responsible for the performance or administration of all or some part of a Federal award.

15. “Indirect cost rateproposol” means the documentation prepared by a governmental unit or component
thereof to substantiate its request for the establishment of an indirect cost rate as described in Attachment E of the
Circular.

16. “Localgovernment”  means a county, municipality, city, town, township, local public authority, school
district, special district, intrastate district, council of governments (whether or not incorporated as a non-profit
corporation under State law), any other regional or interstate government entity, or any agency or instrumentality of
a local government.

17. “Public assistance cost alfocafion plan ” means a narrative description of the procedures that will be used
in identifying, measuring and allocating all administrative costs to all of the programs administered or supervised by
State public assistance agencies as described in Attachment D of this Circular.

18. “Sratc ” means any of the several States of the United States, the District of Columbia, the Commonwealth
of Puerto Rico, any territory or possession of the United States, or any agency or instrumentality of a State exclusive
of local governments.

C. Basic Guidelinea

1. Facrors an;Ccting ailouabiiity of costs. To be allowable under Federal awards, costs must meet the
following general criteria:

a. Be necessary and reasonable for proper and effkient performance an administration of Federal awards.

b. Be allocable to Federal awards under the provisions of this Circular.

c. Be authorized or not prohibited under State or local laws or regulations.

d. Conform to any limitations or exclusions set forth in these principles, Federal laws, terms and conditions
of the Federal award, or other governing regulations as to type or amounts of cost items.

e. Be consistent with policies, regulations, and procedures that apply uniformly to both Federal awards and
other activities of the governmental unit.
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f. Be accorded consistent treatment. A cost may not be assigned to a Federal award as a direct cost if any
other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect
cost.

g. Except as otherwise provided for in this Circular, be determined in accordance with generally accepted
accounting principles.

h. Not be included as a cost or used to meet cost sharing or matching requirements of any other Federal
award in either the current or a prior period, except as specifically provided by Federal law or regulation.

i. Be the net of all applicable credits.

j. Be adequately documented.

2. Reasonable costs. A cost is reasonable if, in its nature and amount, it does not exceed that which would be
incurred by a prudent person under the circumstances prevailing at the time the decision was made to incur the cost.
The question of reasonableness is particularly important when governmental units or components are predominately
federally-funded. In determining reasonableness of a given cost, consideration shall be given to:

a. Whether the cost is of a type generally recognized as ordinary and necessary for the operation of the
governmental unit or the performance of the Federal award.

b. The restraints or requirements imposed by such factors as: sound business practices; arms length
bargaining; Federal, State and other laws and regulations; and, terms and conditions of the Federal award.

c. Market prices for comparable goods or services.

d. Whether the individuals concerned acted with prudence in the circumstances considering their
responsibilities to the governmental unit, its employees, the public at large, and the Federal Government.

e. Significant deviations from the established practices of the governmental unit which may unjustifiably
increase the Federal award’s cost.

3. Allocable cost&.

a. A cost is allocable to a particular cost objective if the goods or services involved are chargeable or
assignable to such cost objective in accordance with relative benefits received.

b. All activities which benefit from the governmental unit’s indirect cost, including unallowable activities
and services donated to the governmental unit by third patties, will receive an appropriate allocation of indirect
costs.

c. Any cost allocable to a particular Federal award or cost objective under the principles provided for in this
Circular may not be charged to other Federal awards to overcome fund deficiencies, to avoid restrictions imposed
by law or terms of the Federal awards, or for other reasons. However, this prohibition would not preclude
governmental units from shifting costs that are allowable under two or more awards in accordance with existing
program agreements.

d. Where an accumulation of indirect costs will ultimately result in charges to a Federal award, a cost
allocation plan will be required as described in Attachments C, D, and E.

4. Applicable credits.
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a. Applicable credits refer to those receipts or reduction of expenditure-type transactions that offset or
reduce expense items allocable to Federal awards as direct or indirect costs. Examples of such transactions are:
purchase discounts, rebates or allowances, recoveries or indemnities on losses, insurance retinds or rebates, and
adjustments of overpayments or erroneous charges. To the extent that such credits accruing to or received by the
governmental unit relate to allowable costs, they shall be credited to the Federal award either as a cost reduction or
cash refund, as appropriate.

b. In some instances, the amounts received from the Federal Government to finance activities or service
operations of the governmental unit should be treated as applicable credits. Specifically, the concept of netting such
credit items (including any amounts used to meet cost sharing or matching requirements) should be recognized in
determining the rates or amounts to be charged to Federal awards. (See Attachment B, item 15. “Depreciation and
use allowances,” for areas of potential application in the matter of Federal financing of activities.)

D. Composition of Cost

1. Told cost. The total cost of Federal awards is comprised of the allowable direct cost of the program, plus its
allocable portion of allowable indirect costs, less applicable credits.

2. Classijiiation of costs. There is no universal rule for classifying certain costs as either direct or indirect
under every accounting system. A cost may be direct with respect to some specific service or function, but indirect
with respect to the Federal award or other final cost objective. Therefore, it is essential that each item of cost be
treated consistently in like circumstances either as a direct or an indirect cost. Guidelines for determining direct and
indirect costs charged to Federal awards are provided in the sections that follow.

E. Direct Costs

1. General. Direct costs are those that can be identified specifically with a particular final cost objective.

2. Application. Typical direct costs chargeable to Federal awards are:

a. Compensation of employees for the time devoted and identified specifically to the performance of those
awards.

b. Cost of materials acquired, consumed, or expended specifically for the purpose of those awards.

c. Equipment and other approved capital expenditures.

d. Travel expenses incurred specifically to carry out the award.

3. Minor items. Any direct cost of a minor amount may be treated as an indirect cost for reasona of practicality
where such accounting treatment for that item of cost is consistently applied to all cost objectives,

F. Indirect Costs

1. General. Indirect costs are those: (a) incurred for a common or joint purpose benefiting more than one cost
objective, and (b) not readily assignable to the cost objectives specifically benefited, without effort disproportionate
to the results achieved. The term “indirect costs,” aa used herein, applies to costs of this type originating in the
grantee department, as well as those incurred by other departments in supplying goods, sexvices,  and facilities. To
facilitate equitable distribution of indirect expenses to the cost objectives served, it may be necessary to establish a
number of pools of indirect costs within a governmental unit department or in other agencies providing services to a
governmental unit department. Indirect cost pools should be distributed to benefited cost objectives on bases that
will produce an equitable result in consideration of relative benefits derived.
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2. Cost allocation plans and indirect cost proposals. Requirements for development and submission of cost
allocation plans and indirect cost rate proposals are contained in Attachments C,D, and E.

3. Limitation on indirect or administrative costs.

a. In addition to restrictions contained in this Circular, there may be laws that further limit the amount of
administrative or indirect cost allowed.

b. Amounts not recoverable as indirect costs or administrative costs under one Federal award may not be
shifted to another Federal award, unless specifically authorized by Federal legislation or regulation.

G. Interagency Services

The cost of services provided by one agency to another within the governmental unit may include allowable
direct costs of the service plus a pro rate share of indirect costs. A standard indirect cost allowance equal to ten
percent of the direct salary and wage cost of providing the service (excluding overtime, shift premiums, and fringe
benefits) may be used in lieu of determining the actual indirect costs of the service. These services do not include
centralized services included in central service cost allocation plans as described in Attachment C.

H. Required Certifications

Each cost allocation plan or indirect cost rate proposal required by Attachments C and E must comply with the
following:

1. No proposal to establish a cost allocation plan or an indirect cost rate, whether submitted lo a Federal
cognizant agency or maintained on file by the governmental unit, shall be acceptable unless such costs have been
certified by the governmental unit using the Certificate of Cost Allocation Plan or Certificate of Indirect Costs as set
forth in Attachments C and E. The certificate must be signed on behalf of the governmental unit by an individual at
a level no lower than chief financial officer of the governmental unit that submits the proposal or component
covered by the proposal.

2. No cost allocation plan or indirect cost rate shall be approved by the Federal Government unless the plan or
rate proposal has been certified. Where it is necessary to establish a cost allocation plan or an indirect cost rate and
the governmental unit has not submitted a certified proposal for establishing such a plan or rate in accordance with
the requirements, the Federal Government may either disallow all indirect costs or unilaterally establish such a plan
or rate. Such a plan or rate may be based upon audited historical data or such other data that have been furnished to
the cognizant Federal agency and for which ii can be demonstrated that all unallowable costs have been excluded.
When a cost allocation plan or indirect cost rate is unilaterally established by the Federal Government because of
failure of the governmental unit to submit a certified proposal, the plan or rate established will be set to ensure that
potentially unallowable costs will not be reimbursed.

Attachment B - Selected Items of Cost

Table of Contents

I. Accounting
2. Advertising and public relations costs
3. Advisory councils
4. Alcoholic beverages
5. Audit services
6. Automatic electronic data processing
7. Bad Debts
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8, Bonding costs
9. Budgeting

10. Communications
I 1. Compensation for personnel services

a. General
b. Reasonableness
c. Unallowable costs
d. Fringe benefits
e. Pension plan costs
f. Post-retirement health benefits
g. Severance pay
h. Support of salaries and wages
i. Donated services

12. Contingencies
13. Contributions and donations
14. Defense and prosecution of criminal and civil proceedings, and claims
15. Depreciation and use allowances
16. Disbursing service
17. Employee morale, health, and welfare costs
18. Entertainment
19. Equipment and other capital expenditures
20. Fines and penalties
2 1. Fund raising and investment management costs
22. Gains and losses on disposition of depreciable property and other capital assets and substantial relocation of

Federal programs.
23. General government expenses
24. Idle facilities and idle capacity
25. Insurance and indemnification
26. Interest
27. Lobbying
28. Maintenance, operations, and repairs
29. Materials and supplies
30. Memberships, subscriptions, and professional activities
3 1. Motor pools
32. Pre-award costs
33. Professional service costs
34. Proposal costs
35. Publication and printing costs
36. Rearrangements and alterations
37. Reconversion costs
38. Rental costs
39. Taxes
40. Training
4 1. Travel costs
42. Under-recovery of costs under Federal agreements

Section 1 through 42 provide principles to be applied in establishing the allowability or unallowability of
certain items of cost. These principles apply whether a cost is treated as direct or indirect. A cost is allowable for
Federal reimbursement only to the extent of benefits received by Federal awards and its conformance with the
genera1 policies and principles stated in Attachment A to this Circular. Failure to mention a particular item of cost
in these sections is not intended to imply that it is either allowable or unallowable; rather, determination of
allowability in each case should be based on the treatment or standards provided for similar or related items of cost.
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1. Accounting. The cost of establishing and maintaining accounting and other information systems is
allowable.

2. Advertising and public relations costs.

a. The term “advertising costs” means the costs of advertising media and corollary administrative costs.
Advertising media include magazines, newspapers, radio and television programs, direct mail, exhibits, and the like.

b. The term “public relations” includes community relations and means those activities dedicated to
maintaining the image of the governmental unit or maintaining or promoting understanding and favorable relations
with the community or public at large or any segment of the public.

c. Advertising costs are allowable only when incurred for the recruitment of personnel, the procurement of
goods and services, the disposal of surplus materials, and any other specific purposes necessary to meet the
requirements of the Federal award. Advertising costs associated with the disposal of surplus materials arc not
allowable where all disposal costs are reimbursed based on a standard rate as specified in the grants management
common rule.

d. Public relations costs are allowable when:

(1) Specifically required by the Federal award and then only as a direct cost;

(2) Incurred to communicate with the public and press pertaining to specific activities or
accomplishments that result from performance of the Federal award and then only as a direct cost; or

(3) Necessary to conduct a general liaison with new media and government public relations officers, to
the extent that such activities are limited to communication and liaison necessary to keep the public informed on
matters of public concern, such as notices of Federal contract/grant awards, financial matters, etc.

e. Unallowable advertising and public relations costs include the following:

(1) All advertising and public relations costs other than as specified in subsections c. and d.;

(2) Except as otherwise permitted by these cost principles, costs of conventions, meeting, or other events
related to other activities of the government unit including:

(a) Costs of displays, demonstrations, and exhibits;

(b) Costs of meeting rooms, hospitality suites, and other special facilities used in conjunction with
shows and other special events; and

(c) Salaries and wages of employees engaged in setting up and displaying exhibits, making
demonstrations, and providing briefmgs;

(3) Costs of promotional items and memorabilia, including models, gifts, and souvenirs; and

(4) Costa of advertising and public relations designed solely to promote the governmental unit.

3. Advisory councils. Costs incurred by advisory councils or committees are allowabk as a direct cost where
authorized by the Federal awarding agency or as an indirect cost where allocable to Federal awards.

4. Alcoholic beverages. Costs of alcoholic beverages are unallowable.
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5. Audir services. The costs of audits are allowable provided that the audits were performed in accordance
with the Single Audit Act, as implemented by Circular A- 128, “Audits of State and Local Governments.” [Note: In
June 1997. OMB rescinded Circular A- 128 and colocated all audit requirements in a re-titled Circular A- 133,
“Audits of States, Local Governments, and Non-Profit Organizations.“] Generally, the percentage of costs charged
to Federal awards for a single audit shall not exceed the percentage derived by dividing Federal funds expended by
total funds expended by the recipient or subrecipient (including program matching funds) during the fiscal year.
The percentage may be exceeded only if appropriate documentation demonstrates higher actual costs.

Other audit costs are allowable if specifically approved by the awarding or cognizant agency as a direct cost to
an award or included as an indirect cost in a cost allocation plan or rate.

6. Auromutic  electronic data processing. The cost of data processing services is allowable (but see section 19,
Equipment and other capital expenditures).

7. Bad deb& Any losses arising from uncollectible accounts and other claims, and related costs, are
unallowable unless provided for in Federal program award regulations.

8. Bonding costs.  Costs of bonding employees and officials are allowable to the extent that such bonding is in
accordance with sound business practice.

9. Budgeting. Costa incurred for the development, preparation, presentation, and execution of budgets are
allowable.

10. Communications. Costa of telephone, mail, messenger, and similar communication services are allowable.

11. Compensation forpersonnel services.

a General. Compensation for personnel services includes all remuneration, paid currently or accrued, for
services rendered during the period of performance under Federal awards including but not necessarily limited to
wages, salaries, and fringe benefits. The costs of such compensation are allowable to the extent that they satisfy the
specific requirements of this Circular, and that the total compensation for individual employees:

(1) Is reasonable for the services rendered and conforms to the established policy of the governmental
unit consistently applied to both Federal and non-Federal activities;

(2) Follows an appointment made in accordance with a governmental unit’s laws and rules and meeta
merit system or other requirements required by Federal law, where applicable; and

(3) Is determined and supported as provided in subsection h.

b. Reusonobfeness. Compensation for employees engaged in work on Federal awards will be considered
reasonable to the extent that it is consistent with that paid for similar work in other activities of the governmental
unit. In cases where the kinds of employees required for Federal awards are not found in the other activities of the
governmental unit, compensation will be considered reasonable to the extent that it is comparable to that paid for
similar work in the labor market in which the employing government competes for the kind of employees involved.
Compensation surveys providing data representative of the labor market involved will be an acceptable basis for
evaluating reasonableness.

c. Unallowble cosrs. Costs which are unallowable under other sections of these principles shall not be
allowable under this section solely on the basis that they constitute personnel compensation.

d. Fringe benefits.
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(1) Fringe benefits are allowances and services provided by employers to their employees as
compensation in addition to regular salaries and wages. Fringe benefits include, but are not limited to, the costs of
leave, employee insurance, pensions, and unemployment benefit plans. Except as provided elsewhere in these
principles, the costs of fringe benefits are allowable to the extent that the benefits are reasonable and are required by
law. governmental unit-employee agreement, or an established policy of the governmental unit.

(2) The cost of fringe benefits in the form of regular compensation paid to employees during periods of
authorized absences from the job, such as for annual leave, sick leave, holidays, court leave, military leave, and
other similar benefits, are allowable if: (a) they are provided under established written leave policies; (b) the costs
are equitably allocated to all related activities, including Federal awards; and, (c) the accounting basis (cash or
accrual) selected for costing each type of leave is consistently followed by the governmental unit.

(3) When a governmental unit uses the cash basis of accounting, the cost of leave is recognized in the
period that the leave is taken and paid for. Payments for unused leave when an employee retires or terminates
employment are allowable in the year of payment provided they are allocated as a general administrative expense to
all activities of the governmental unit or component.

(4) The accrual basis may be only used for those types of leave for which a liability as defined by
Generally Accepted Accounting Principles (GAAP) exists when the leave is earned. When a govemmental unit
uses the accrual basis of accounting, in accordance with GAAP, allowable leave costs are the lesser of the amount
accrued or funded.

(5) The cost of fringe benefits in the form of employer contributions or expenses for social security;
employee life, health, unemployment, and worker’s compensation insurance (except as indicated in section 25,
Insurance and indemnification); pension plan costs (see subsection e.); and other similar benefits are allowable,
provided such benefits are granted under established written policies. Such benefits, whether treated as indirect
costs or as direct costs, shall be allocated to Federal awards and all other activities in a manner consistent with the
pattern of benefits attributable to the individuals or group(s) of employees whose salaries and wages are chargeable
to such Federal awards and other activities.

e. Pension plan costs. Pension plan costs may be computed using a pay-as-you-go method or an acceptable
actuarial cost method in accordance with established written policies of the governmental unit.

(1) For pension plans financed on a pay-as-you-go method, allowable costs will be limited to those
representing actual payments to retirees or their beneficiaries.

(2) Pension costs calculated using an actuarial cost-based method recognized by GAAP are allowable for
a given fiscal year if they are funded for that year within six months after the end of that year. Costa funded a%r
the six month period (or a later period agreed to by the cognizant agency) are allowable in the year funded. The
cognizant agency may agree to an extension of the six month period if an appropriate adjustment is made to
compensate for the timing of the charges to the Federal Government and related Federal reimbursement  and the
governmental unit’s contribution to the pension fund. Adjustments may be made by cash refund or other equitable
procedures to compensate the Federal Government for the time value of Federal reimbursements in excess of
contributions to the pension fund.

(3) Amounts fimded  by the governmental unit in excess of the actuarially determined amount for a fiscal
year may be used as the governmental unit’s contribution in future period.

(4) When a governmental unit converts to an acceptable actuarial cost method, as defmed by GAAP,  and
funds pension costs in accordance with this method, the unfunded liability at the time of conversion shall be
allowable if amortized over a period of years in accordance with GAAP.
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(5) The Federal Government shall receive an equitable share of any previously allowed pension costs
(including earnings thereon) which revert or inure to the governmental unit in the form of a refund, withdrawal. or
other credit.

f. Posr-retirement heal& benejils. Post retirement health benefits (PRHB) refers to costs of health
insurance or health services not included in a pension plan covered by subsection e. For retirees and their spouses,
dependents, and survivors. PRHB costs may be computed using a pay-as-you-go method or an acceptable actuarial
cost method in accordance with established written policies of the governmental unit.

(1) For PRHB financed on a pay-as-you-go method, allowable costs will be limited to those representing
actual payments to retirees or their beneficiaries.

(2) PRHB costs calculated using an actuarial cost method recognized by GAAP are allowable if they are
funded for that year within six months after the end of that year. Costs funded after the six month period (or a later
period agreed to by the cognizant agency) are allowable in the year funded. The cognizant agency may agree to an
extension of the six month period if an appropriate adjustment is made to compensate for the timing of the charges
to the Federal Government and related Federal reimbursements and the governmental unit’s contributions to the
PRHB fund. Adjustments may be made by cash refund, reduction in current year’s PRHB costs, or other equitable
procedures to compensate the Federal Government for the time value of Federal reimbursements in excess of
contributions to the PRHB fund.

(3) Amounts funded in excess of the actuarially determined amount for a fiscal year may be used as the
government’s contribution in a future period.

(4) When a governmental unit converts to an acceptable actuarial cost method and funds PRHB costs in
accordance with this method, the initial unfunded liability attributable to prior years shall be allowable if amortized
over a period of years in accordance with GAAP, or, if no such GAAP period exists, over a period negotiated with
the cognizant agency.

(5) To be allowable in the current year, the PRHB costs must be paid either to:

(a) An insurer or other benefit provider as current year costs or premiums, or

(b) An insurer or trustee to maintain a trust fund or reserve for the sole purpose of providing post-
retirement benefits to retirees and other beneficiaries.

(6) The Federal Government shall receive an equitable share of any amounts of previously allowed post-
retirement benefit costs (including earnings thereon) which revert or inure to the governmental unit in the form of a
refund, withdrawal, or other credit.

g. Severance pay.

(1) Payments in addition to regular salaries and wages made to workers whose employment is being
terminated are allowable to the extent that, in each case, they are required by (a) law, (b) employer-employee
agreement, or(c) established written policy.

(2) Severance payments (but not accruals) associated with normal turnover are allowable. Such
payments shall be allocated to all activities of the governmental unit as an indirect cost.

(3) Abnormal or mass severance pay will be considered on a case-by-case basis and is allowable only if
approved by the cognizant Federal agency.

h. Support of salaries and wages. These standards regarding tune distribution are in addition to the
standards for payroll documentation.
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(I) Charges to Federal awards for salaries and wages, whether treated as direct or indirect costs, will be
based on payrolls documented in accordance with generally accepted practice of the governmental unit and
approved by a responsible official(s) of the governmental unit,

(2) No further documentation is required for the salaries and wages of employees who work in a single
indirect cost activity.

(3) Where employees are expected to work solely on a single Federal award or cost objective, charges for
their salaries and wages will be supported by periodic certifications that the employees worked solely on that
program for the period covered by the certification. These certifications will be prepared at least semi-annually and
will be signed by the employee or supervisory official having fust hand knowledge of the work performed by the
employee.

(4) Where employees work on multiple activities or cost objectives, a distribution of their salaries or
wages will be supported by penonnel activity reports or equivalent documentation which meets the standards in
subsection (5) unless a statistical sampling system (see subsection (6)) or other substitute system has been approved
by the cognizant Federal agency. Such documentary support will be required where employees work on:

(a) More than one Federal award,

(b) A Federal award and a non-Federal award,

(c) An indirect cost activity and a direct cost activity,

(d) Two or more indirect activities which are allocated using different allocation bases, or

(e) An unallowable activity and a direct or indirect cost activity.

(5) Personnel activity reports or equivalent documentation must meet the following standards:

(a) They must reflect an after-the-fact distribution of the actual activity of each employee,

(b) They must account for the total activity for which each employee is compensated,

(c) They must be prepared at least monthly and must coincide with one or more pay periods, and

(d) They must be signed by the employee.

(e) Budget estimates or other distribution percentages determined before the services are performed do
not qualify as support for charges to Federal awards but may be used for interim accounting purposes, provided that:

(i) The governmental unit’s system for establishing the estimates produces reasonable
approximations of the activity actually performed;

(ii) At least quarterly, comparisons of actual costs to budgeted distributions baaed on the monthly
activity reports are made. Costs charged to Federal awards to reflect adjustments made as a result of the activity
actually performed may be recorded annually if the quarterly comparisons show the differences between budgeted
and actual costs are less than ten percent; and

(iii) The budget estimates or other distribution percentages are revised at least quarterly, if
necessary, to reflect changed circumstances.

(b) Allocating charges for the sampled employees’ supervisors, clerical and support staffs, based on
the results of the sampled employees, will be acceptable.
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(c) Less than full compliance with the statistical sampling standards noted in subsection (a) may be
accepted by the cognizant agency if it concludes that the amounts to be allocated to Federal awards will be minimal,
or if it concludes that the system proposed by the governmental unit will result in lower costs to Federal awards than
a system which complies with the standards.

(7) Salaries and wages of employees used in meeting cost sharing or matching requirements of Federal
awards must be supported in the same manner as those claimed as allowable costs under Federal awards.

i. Donated services.

(1) Donated or volunteer services may be furnished to a governmental unit by professional and technical
personnel, consultants, and other skilled and unskilled labor. The value of these services is not reimbursable either
as a direct or indirect cost. However, the value of donated services may be used to meet cost sharing or matching
requirements in accordance with the provisions of the Common Rule.

(2) The value of donated services utilized in the performance of a direct cost activity shall, when material
in amount, be considered in the determination of the governmental unit’s indirect costs or rate(s) and, accordingly,
shall be allocated a proportionate share of applicable indirect costs.

(3) To the extent feasible, donated services will be supported by the same methods used by the
governmental unit to support the allocability of regular personnel services.

12. Contingencies. Contributions to a contingency reserve or any similar provision made for events the
occurrence of which cannot be foretold with certainty as to time, or intensity, or with an assurance of their
happening, are unallowable. The term “contingency reserve” excludes self-insurance reserves (see subsection
25.c.), pension plan reserves (see subsection 11 .e.), and post-retirement health and other benefit reserves (see
subsection I 1 .f.) computed using acceptable actuarial cost methods

13. Contributions and donations. Contributions and donations, including cash, property, and services, by
governmental units to others, regardless of the recipient, are unallowable.

14. Defense and prosecution of criminal and civil proceedings, and claims.

a. The following costs are unallowable for contracts covered by 10 U.S.C. 2324(k), “Allowable costs under
defense contracts.”

(I ) Costs incured in defense of any civil or criminal fraud proceeding or similar proceeding (including
filing of false certification brought by the United States where the contractor is found liable or has pleaded nolo
contendere to a charge of fraud or similar proceeding (including filing of a false certification).

(2) Costs incurred by a contractor in connection with any criminal, civil or administrative proceedings
commenced by the United States or a State to the extent provided in 10 U.S.C. 2324(k).

b. Legal expenses required in the administration of Federal programs are allowable. Legal expenses for
prosecution of claims against the Federal Government are unallowable.

15. Depreciation and use allowances.

a. Depreciation and use allowances are means of allocating the cost of fured assets to periods benefiting
from asset use. Compensation for the use of fixed assets on hand may be made through depreciation or use
allowances. A combination of the two methods may not be used in connection with a single class of futed assets
(e.g. buildings, of&e equipment, computer equipment, etc.) except as provided in subsection g. Except for
enterprise funds and internal service funds that are included as part of a State/local cost allocation plan, classes of
assets shall be determined on the same basis used for the government-wide financial statements.
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b. The computation of depreciation or use allowances shall be based on the acquisition cost of the assets
involved. Where actual cost records have not been maintained, a reasonable estimate of the original acquisition cost
may be used. The value of an asset donated to the governmental unit by an unrelated third party shall be its fair
market value at the time of donation. Governmental or quasi-governmental organizations located within the same
State shall not be considered unrelated third parties for this purpose.

c. The computation of depreciation or use allowances will exclude:

(1) The cost of land;

(2) Any portion of the cost of buildings and equipment borne by or donated by the Federal Government
irrespective of where title was originally vested or where it presently resides; and

(3) Any portion of the cost of buildings and equipment contributed by or for the governmental unit, or a
related donor organization, in satisfaction of a matching requirement.

d. Where the use allowance method is followed, the use allowance for buildings and improvements
(including land improvements, such as paved patking areas, fences, and sidewalks) will be computed at an annual
rate not exceeding two percent of acquisition costs. The use allowance for equipment will be computed at an annual
rate not exceeding 6 2/3 percent of acquisition cost. When the use allowance method is used for buildings, the
entire building must be treated as a single asset; the building’s components (e.g., plumbing system, heating and air
condition, etc.) cannot be segregated from the building’s shell. The two percent limitation, however, need not be
applied to equipment which is merely attached or fastened to the building but not pennanently ftxed to it and which
is used as furnishings or decorations or for specialized purposes (e.g., dentist chairs and dental treatment units,
counters, laboratory benches bolted to the floor, dishwashers, modular furniture, carpeting, etc.). Such equipment
will be considered as not being permanently fixed to the building if it can be removed without the destruction of, or
need for costly or extensive alterations or repairs, to the building or tire equipment. Equipment that meets these
criteria will be subject to the 6 213 percent equipment use allowance limitation.

e. Where the depreciation method is followed, the period of useful service (useful life) established in each
case for usable capital assets must take into consideration such factors as type of construction, nature of the
equipment used, historical usage patterns, technological developments, and the renewal and replacement policies of
the governmental unit followed for the individual items or classes of assets involved. In the absence of clear
evidence indicating that the expected consumption of the asset will be significantly greater in the early portions than
in the later portions of its useful life, the straight line method of depreciation shall be used Depreciation methods
once used shall not be changed unless approved by the Federal cognizant or awarding agency. When the
depreciation method is introduced for application to an asset previously subject to a use allowance, the annual
depreciation charge thereon may not exceed the amount that would have resulted had the depreciation method been
in effect from the date of acquisition of the asset. The combination of use allowances and depreciation applicable to
the asset shall not exceed the total acquisition cost of the asset or fair market value at time of donation.

f. When the depreciation method is used for buildings, a building’s shell may be segregated from the major
component of the building (e.g., plwnbing  system, heating, and air conditioning system, etc.) and each major
component depreciated over its estimated useful life, or the entire building (i.e., the shell and all components) may
be treated as a single asset and depreciated over a single useful life.

g. A reasonable use allowance may be negotiated for any assets that are considered to be fully depreciated,
after taking into consideration the amount of depreciation previously charged to the government, the estimated
useful life remaining at the time of negotiation, the effect of any increased maintenance charges, decreased
efficiency due to age, and any other factors pertinent to the utilization of the asset for the purpose contemplated.

h. Charges for use allowances or depreciation must be supported by adequate property records. Physical
inventories must be taken at least once every two years (a statistical sampling approach is acceptable) to ensure that
assets exist, and are in use. Governmental units will manage equipment in accordance with State laws and

17



Enclosure (8) to COMDTPUB P16755.3A

procedures. When the depreciation method is followed, depreciation records indicating the amount of depreciation
taken each period must also be maintained.

16. Disbursing service. The cost of disbursing funds by the Treasurer or other designated officer is allowable.

17. Empfoyee  morale, health, and welfare costs. The costs of health or first-aid clinics and/or infirmaries,
recreational facilities, employee counseling facilities, employee counseling services, employee information
publications, and any related expenses incurred in accordance with a governmental unit’s policy are
allowable. Income generated from any of these activities will be offset against expenses.

18. Entertainment. Costa of entertainment, including amusement, diversion, and social activities and any costs
directly associated with such costs (such as tickets to shows or sports events, meals, lodging, rentals,
transportation, and gratuities) are unallowable.

19. Equipment and other capital expenditures.

a. As used in this section the following terms have the meanings as set forth below:

(1) “Capital expenditure” means the cost of the asset including the cost to put it in place. Capital
expenditure for equipment means the net invoice price of the equipment, including the cost of any modifications,
attachments, accessories, or auxiliary apparatus necessary to make it usable for the purpose for which it is acquired.
Ancillary charges, such as taxes, duty, protective in transit insurance, freight, and installation may be included in, or
excluded from, capital expenditure cost in accordance with the governmental unit’s regular accounting practices.

(2) “Equipment” means an article of nonexpendable, tangible personal property having a useful life of
more than one year and an acquisition cost which equals the lesser of (a) the capitalization level established by the
governmental unit for financial statement purposes, or (b) $5000.

(3) “Other capital assets” mean buildings, land, and improvements to buildings or land that materially
increase their value or useful life.

b. Capital expenditures which are not charged directly to a Federal award may be recovered through use
allowances or depreciation on buildings, capital improvements, and equipment (see section 15). See
also section 38 for allowability of rental costs for buildings and equipment.

C. Capital expenditures for equipment, including replacement equipment, other capital assets, and
improvements which materially increase the value or useful life of equipment or other capital assets
are allowable as a direct cost when approved by the awarding agency. Federal awarding agencies are
authorized at their option to waive or delegate this approval requirement.

d. Items of equipment with an acquisition cost of less than $5000 are considered to be supplies and are
allowable as direct costs of Federal awards without specific awarding agency approval.

e. The unamortized portion of any equipment written off as a result of a change in capitalization levels
may be recovered by (1) continuing to claim the otherwise allowable use allowances or depreciation
charges on the equipment or by (2) amortizing the amount to be written off over a period of years
negotiated with the cognizant agency.

f. When replacing equipment purchased in whole or in part with Federal funds, the governmental unit
may use the equipment to be replaced as a trade-in or sell the property and use the proceeds to offset
the cost of the replacement property.

20. Fines andpenalries. Fines, penalties, damages, and other settlements resulting from violations (or alleged
violations) of, or failure of the governmental unit to comply with, Federal, State, local, or Indian tribal laws and
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regulations are unallowable except when incurred as a result of compliance with specific provisions of the Federal
award or written instructions by the awarding agency authorizing in advance such payments.

2 1. Fund raising and investment management costs.

a. Costs of organized fund raising, including financial campaigns, solicitation of gifts and bequests, and
similar expenses incurred  lo raise capital or obtain contributions are unallowable, regardless of the purpose for
which the funds will be used.

b. Costs of investment counsel and staff and similar expenses incurred to enhance income from
investments are unallowable. However, such costs associated with investments covering pension, self-insurance, or
other funds which include Federal participation allowed by this Circular are allowable.

c. Fund raising and investment activities shall be allocated an appropriate share of indirect costs under the
conditions described in subsection C.3.b. of Attachment A.

22. Gains and losses on disposition of depreciable properly and other capital assets and substantial
relocation of Federal programs.

a. (1) Gains and losses on the sale, retirement, or other disposition of depreciable property shall be
included in the year in which they occur as credits or charges to the asset cost groupings(s) in which the property
was included. The amount of the gain or loss to be included as a credit or charge to the appropriate asset cost
groupings(s) shall be the difference between the amount realized on the property and the undepreciated basis of the
property.

(2) Gains and losses on the disposition of depreciable property shall not be recognized as a separate
credit or charge under the following conditions:

(a) The gain or loss is processed through a depreciation account and is reflected in the depreciation
allowable under sections I5 and 19.

(b) The property is given in exchange as part of the purchase price of a similar item and the gain or
loss is taken into account in determining the depreciation cost basis of the new item.

(c) A loss results from the failure to maintain permissible insurance, except as otherwise provided in
subsection 25.d.

(d) Compensation for the use of the property was provided through use allowances in lieu of
depreciation.

b. Substantial relocation of Federal awards from a facility where the Federal Government participated in
the financing to another facility prior to the expiration of the useful life of the financed facility requires Federal
agency approval. The extent of the relocation, the amount of the Federal participation in the financing, and the
depreciation charged to date may require negotiation of space charges for Federal  awards.

c. Gains or losses of any nature arising from the sale or exchange of property other than the property
covered in subsection a., e.g., land or included in the fair market value used in any adjustment resulting from a
relocation of Federal awards covered in subsection b. shall be excluded in computing Federal award costs.

23. General government expenses.

a. The general costs of government are unallowable (except as provided in section 41). These include:

19



Enclosure (8) to COMDTPUB P16755.3A

(1) Salaries and expenses of the Office of the Governor of a State or the chief executive of a political
subdivision or the chief executives of federally-recognized Indian tribal governments;

(2) Salaries and other expenses of State legislatures, tribal councils, or similar local governmental
bodies, such as county supervisors, city councils, school boards, etc., whether incurred for purposes of legislation or
executive direction;

(3) Cost of the judiciary branch of a government;

(4) Cost of prosecutorial activities unless treated as a direct cost to a specific program when authorized
by program regulations (however, this does not preclude the allowability of other legal activities of the Attorney
General); and

(5) Other general types of government services normally provided to the general public, such as fire and
police, unless provided for as a direct cost in program regulations.

b. For federally-recognized Indian tribal governments and Councils Of Governments (COGS), the portion
of salaries and expenses directly attributable to managing and operating Federal programs by the chief executive
and his staff is allowable.

24. Idle facilities and idle capacity.

a. As used in this section the following terms have the meanings set forth below:

( 1) “Facilities” means land and buildings or any portion thereof, equipment individually or collectively,
or any other tangible capital asset, wherever located, and whether owned or leased by the governmental unit.

needs.
(2) “Idle facilities” means completely unused facilities that are excess to the governmental unit’s current

(3) “Idle capacity” means the unused capacity of partially used facilities. It is the difference between (a)
that which a facility could achieve under 100 percent operating time on a one-shift basis less operating interruptions
resulting from time lost for repairs, setups, unsatisfactory materials, and other normal delays and (b) the extent to
which the facility was actually used to meet demands during the accounting period. A multi-shift basis should be
used if it can be shown that this amount of usage would normally be expected for the type of facility involved.

(4) “Cost of idle facilities or idle capacity” means costs such as maintenance, repair, housing, rent, and
other related costs, e.g., insurance, interest, and depreciation or use allowances.

b. The costs of idle facilities are unallowable except to the extent that:

(1) They are necessary to meet fluctuations in workload; or

(2) Although not necessary to meet fhrctuations  in workload, they were necessary when acquired and
are now idle because of changes in program requirements, efforts to achieve more economical operations,
reorganization, termination, or other causes which could not have been reasonably foreseen. Under the exception
stated in this subsection, costs of idle facilities are allowable for a reasonable period of time, ordinarily not to
exceed one year, depending on the initiative taken to use, lease, or dispose of such facilities.

c. The costs of idle capacity are normal costs of doing business and are a factor in the normal fluctuations
of usage or indirect cost rates from period to period. Such costs are allowable, provided that the capacity is
reasonably anticipated to be necessary or was originally reasonable and is not subject to reduction or elimination by
use on other Federal awards, subletting, renting, or sale, in accordance with sound business, economic, or security
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practices. Widespread idle capacity throughout an entire facility or among a group of assets having substantially the
same tinction may be considered idle facilities.

2 5. Insurance and indemnijication.

a. Costs of insurance required or approved and maintained, pursuant to the Federal award, are allowable.

b. Costs of other insurance in connection with the general conduct of activities are allowable subject to the
following limitations:

(1) Types and extent and cost of coverage are in accordance with the governmental unit’s policy and
sound business practice.

(2) Costs of insurance or of contributions to any reserve covering the risk of loss of, or damage to,
Federal Government property are unallowable except to the extent that the awarding agency has specifically
required or approved such costs.

c. Actual losses which could have been covered by permissible insurance (through a self-insurance
program or otherwise) are unallowable, unless expressly provided for in the Federal award or as described below.
However, the Federal Government will participate in actual losses of a self-insurance fund that are in excess of
reserves. Costs incurred because of losses not covered under nominal deductible insurance coverage provided in
keeping with sound management practice, and minor losses not covered by insurance, such as spoilage, breakage,
and disappearance of small hand tools, which occur in the ordinary course of operations, are allowable.

d. Contributions to a reserve for certain self-insurance programs including workers compensation,
unemployment compensation, and severance pay are allowable subject to the following provisions:

(1) The type of coverage and the extent of coverage and the rates and premiums would have been
allowed had insurance (including reinsurance) been purchased to cover the risks. However, provision for known or
reasonably estimated self-insured liabilities, which do not become payable for more than one year after the
provision is made, shall not exceed the discounted present value of the liability. The rate used for discounting the
liability must be determined by giving consideration to such factors as the governmental unit’s settlement rate for
those liabilities and its investment rate of return.

(2) Earnings or investment income on reserves must be credited to those reserves.

(3) Contributions to reserves must be based on sound actuarial principles using historical experience and
reasonable assumptions. Reserve levels must be analyzed and updated at least biennially for each major risk being
insured and take into account any reinsurance, coinsurance, etc. Reserve levels related to employee-related
coverages will normally be limited to the value of claims (a) submitted and adjudicated but not paid, (b) submitted
but not adjudicated, and (c) incurred but not submitted. Reserve levels in excess of the amounts based on the above
must be identified and justified in the cost allocation plan or indirect cost rate proposal.

(4) Accounting records, actuarial studies, and cost allocations (or billings) must recognize any
significant differences due to types of insured risk and losses generated by the various insured activities or agencies
of the governmental unit. If individual departments or agencies of the governmental unit experience significantly
different levels of claims for a particular risk, those differences are to be recognized by the use of separate
allocations or other techniques resulting in an equitable allocation.

(5) Whenever funds are transferred ftom a self-insurance reserve to other accounts (e.g., general fund),
refunds shall be made to the Federal Government for its share of funds bansfemd, including earned or imputed
interest from the date of transfer.
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e. Actual claims paid to or on behalf of employees or former employees for workers’ compensation,
unemployment compensation, severance pay, and similar employee benefits (e.g., subsection 11 .f. for post
retirement health benefits), are allowable in the year of payment provided (1) the governmental unit follows a
consistent costing policy and (2) they are allocated as a general administrative expense to all activities of the
governmental unit.

f. Insurance refunds shall be credited against insurance costs in the year the refund is received.

g. Indemnification includes securing the governmental unit against liabilities to third persons and other
losses not compensated by insurance or otherwise. The Federal Government is obligated to indemnify the
governmental unit only to the extent expressly provided for in the Federal award, except as provided in subsection
d.

h. Costs of commercial insurance that protects against the costs of the contractor for correction of the
contractor’s own defects in materials or workmanship are unallowable.

26. Interest.

a. Costs incurred for interest on borrowed capital or the use of a governmental unit’s own funds, however
represented, are unallowable except as specifically provided in subsection b. or authorized by Federal legislation.

b. Financing costs (including interest) paid or incurred on or after the effective date of this Circular
associated with the otherwise allowable costs of building acquisition, construction, or fabrication, reconstruction or
remodeling completed on or after October 1, 1980 is allowable, subject to the conditions in (l)-(4). Financing costs
(including interest) paid or incurred on or after the effective date of this Circular associated with otherwise
allowable costs of equipment is allowable, subject to the conditions in (l)-(4).

(1) The financing is provided (from other than tax or user fee sources) by a bona fide third party
external to the governmental unit;

(2) The assets are used in support of Federal awards;

(3) Earnings on debt service reserve funds or interest earned on borrowed funds pending payment of the
construction or acquisition costs are used to offset the current period’s cost or the capitalized interest, as appropriate.
Earnings subject to being reported to the Federal Internal Revenue Service under arbitrage requirements are
excludable.

(4) Governmental units will negotiate the amount of allowable interest whenever cash payments
(interest, depreciation, use allowances, and contributions) exceed the governmental unit’s cash payments and other
contributions attributable to that portion of real property used for Federal awards.

27. Lobbying. The cost of certain influencing activities associated with obtaining grants, contracts,
cooperative agreements, or loans is an unallowable cost. Lobbying with respect to certain grants, contracts,
cooperative agreements, and loans shall be governed by the common rule, “New Restrictions on Lobbying**
published at 55 FR 6736 (February 26,1990),  including definitions, and the Office of Management and Budget
“Government-wide Guidance for New Restrictions on Lobbying” and notices published at 54 FR 52306 (December
20, 1989),  55 FR 24540 (June 15, 1990). and 57 FR 1772 (January 15,1992),  respectively.

28. Maintenance, operutions,  and repairs. Unless prohibited by law, the cost of utilities, insurance, security,
janitorial services, elevator service, upkeep of grounds, necessary maintenance, normal repairs and alterations, and
the like are allowable to the extent that they: (1) keep property (including Federal property, unless otherwise
provided for) in an efficient operating condition, (2) do not add to the permanent value of property or appreciably
prolong its intended life, and (3) are not otherwise included in rental or other charges for space. Costs which add to
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the permanent value of property or appreciably prolong its intended life shall be treated as capital expenditures (see
sections 15 and 19).

29. Materials and supplies. The cost of materials and supplies is allowable. Purchases should be charged at
their actual prices after deducting all cash discounts, trade discounts, rebates, and allowances received. Withdrawals
from general stores or stockrooms should be charged at cost under any recognized method of pricing, consistently
applied. Incoming transportation charges are a proper part of materials and supply costs.

30. Memberships, subscriptions, and professional activities.

a. Costa of the governmental unit’s memberships in business, technical, and professional organizations are
allowable.

b. Costs of the governmental unit’s subscriptions to business, professional, and technical periodicals are
allowable.

c. Costs of meeting and conferences where the primary purpose is the dissemination of technical
information, including meals, transportation, rental of meeting facilities, and other incidental costs are allowable.

d. Costs of membership in civic and community, social organizations are allowable as a direct cost with
the approval of the Federal awarding agency.

e. Costa of membership in organizations substantially engaged in lobbying are unallowable.

3 1. Moror pools. The costs of a service organization which provides automobiles to user governmental units at
a mileage or futed rate and/or provides vehicle maintenance, inspection, and repair services are allowable.

32. he-award costs. Pre-award costs are those incurred prior to the effective date of the award directly
pursuant to the negotiation and in anticipation of the award where such costs are necessary to comply with the
proposed delivery schedule or period of performance. Such costs are allowable only to the extent that they would
have been allowable if incurred after the date of the award and only with the written approval of the awarding
agency.

3 3. Professional service costs.

a. Cost of professional and consultant services rendered by persona or organizations that are members of a
particular profession or possess a special skill, whether or not officers or employees of the governmental unit, are
allowable, subject to section 14 when reasonable in relation to the services rendered and when not contingent upon
recovery of the costs from the Federal Government.

b. Retainer fees supported by evidence of bona tide services available or rendered are allowable.

34. Proposal co-. Costs of preparing proposals for potential Federal awards are allowable. Proposal costs
should normally be treated as indirect costs and should be allocated to all activities of the governmental unit
utilizing the cost allocation plan and indirect cost rate proposal. However, proposal costs may be charged directly to
Federal awards with the prior approval of the Federal awarding agency.

35. Publication andprinting costs. Publication costs, including the costs of printing (including the processes
of composition, plate-making, press work, and binding, and the end products produced by such processes),
distribution, promotion, mailing, and general handling are allowable.

36. Rearrangements and a&rations.  Costs incurred for ordinary and normal rearrangement and alteration of
facilities are allowable. Special arrangements and alterations costs incurred specifically for a Federal award are
allowable with the prior approval of the Federal awarding agency.
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37. Reconversion COSLS. Costs incurred in the restoration or rehabilitation of the governmental unit’s facilities
to approximately the same condition existing immediately prior to commencement of Federal awards, less costs
related to normal wear and tear, are allowable.

3 8. Rental costs.

a. Subject to the limitations described in subsections b. through d. of this section, rental costs are allowable
to the extent that the rates are reasonable in light of such factors as: rental costs of comparable property, if any;
market conditions in the area; alternatives available; and, the type, life expectancy, condition, and value of the
property leased.

b. Rental costs under sale and leaseback arrangements are allowable only up to the amount that would be
allowed had the governmental unit continued to own the property.

c. Rental costs under less-than-arms-length leases are allowable only up to the amount that would be
allowed had title to the property vested in the governmental unit. For this purpose, less-than-arms-length leases
include, but are not limited to, those where:

(1) One party to the lease is able to control or substantially influence the actions of the other;

(2) Both parties are parts of the same governmental unit; or

(3) The governmental unit creates an authority or similar entity to acquire and lease the facilities to the
governmental unit and other parties.

d. Rental costs under leases which are required to be treated as capital leases under G&W are allowable
only up to the amount that would be allowed had the governmental unit purchased the property on the date the lease
agreement was executed. This amount would include expenses such as depreciation or use allowance, maintenance,
and insurance. The provisions of Financial Accounting Standards Board Statement I3 shall be used to determine
whether a lease is a capital lease. Interest costs related to capital leases are allowable to the extent they meet the
criteria in section 26.

39. Taxes.

a. Taxes that a governmental unit is legally required to pay are allowable, except for self-assessed taxes
that disproportionately affect Federal programs or changes in tax policies that disproportionately affect Federal
programs. This provision becomes effective for taxes paid during the governmental unit’s first fiscal year that
begins on or after January I, 1998, and applies thereafter.

b. Gasoline taxes, motor vehicle fees, and other taxes that are in effect user fees for benefits provided to
the Federal Government are allowable.

c. This provision does not restrict the authority of Federal agencies to identify taxes where Federal
participation is inappropriate. Where the identification of the amount of unallowable taxes would require an
inordinate amount of effort, the cognizant agency may accept a reasonable approximation thereof.

40. Training. The cost of training provided for employee development is allowable.

4 1. Travel costs.

a. Gener41. Travel costs are allowable for expenses for transportation, lodging, subsistence, and related
items incurred by employees traveling on official business. Such costs may be charged OD an actual cost basis,  on a
per diem or mileage basis in lieu of actual costs incurred, or on a combination of the two, provided the method used
is applied to an entire trip, and results in charges consistent with those normally allowed in like circumstances in
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non-federally-sponsored activities. Notwithstanding the provisions of section 23, travel costs of officials covered by
that section, when specifically related to Federal awards, are allowable with the prior approval of a grantor agency.

b. Lodging and subsistence. Costs incurred by employees and officers for travel, including costs of
lodging, other subsistence, and incidental expenses, shall be considered reasonable and allowable only to the extent
such costs do not exceed charges normally allowed by the governmental unit in its regular operations as a result of
the governmental unit’s policy. In the absence of a written governmental unit policy regarding travel costs, the rates
and amounts established under subchapter 1 of Chapter 57 of Title 5. Unites States Code “Travel and Subsistence
Expenses; Mileage Allowances,” or by the Administrator of General Services, or the President (or his designee)
pursuant to any provisions of such subchapter shall be used as guidance for travel under Federal awards (41 U.S.C.
420, “Travel Expenses of Government Contractors”).

c. Commercial air travel. Airfare costs in excess of the customary standard (coach or equivalent) airfare,
are unallowable except when such accommodations would: require circuitous routing, require travel during
unreasonable hours, excessively prolong travel, greatly increase the duration of the flight, result in increased cost
that would offset transportation savings, or offer accommodations not reasonably adequate for the medical needs of
the traveler. Where a governmental unit can reasonably demonstrate to the awarding agency either the
nonavailability of customary standard airfare or Federal Government contract airfare for individual trips or, on an
overall basis, that it is the governmental unit” practice to make routine use of such airfare, specific determinations
of nonavailability will generally not be questioned by the Federal Government unless a pattern of avoidance is
detected. However, in order for airfare costs in excess of the customary standard commercial airfare to be
allowable, e.g., use of first-class airfare, the governmental unit must justify and document on a case-by-case basis
the applicable condition(s) set forth above.

d. Air travel by other than commercial carrier. Cost of travel by governmental unit-owned, -leased, or-
chartered aircraft, as used in this section, includes the cost of lease, charter, operation (including personnel costs),
maintenance, depreciation, interest, insurance, and other related costs. Costs of travel via governmenta unit-owned,
-leased, or-chartered aircraft are unallowable to the extent they exceed the cost of allowable commercial air travel,
as provided for in subsection c.

42. Underrecovery of costs under Federal agreements. Any excess costs over the Federal contribution under
one award agreement are unallowable under other award agreements.

Attachment C - State/Local-Wide Central Service Cost Allocation Plans
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2. Allocated central services
3. Billed services

a. General
b. Internal service funds
c. Self-insurance funds
d. Fringe benefits

4. Required certification.

F. Negotiation and Approval of Central Service Plans

G. Other Policies

1. Billed central service activities
2. Working capital reserves
3. Carry-forward adjustments of allocated central service costs
4. Adjustments of billed central services
5. Records retention
6. Appeals
7. OMB assistance

A. General

1. Most govemmental units provide certain services, such as motor pools, computer centers, purchasing,
accounting, etc., to operating agencies on a centralized basis. Since federally supported awards are performed
within the individual operating agencies, there needs to be a process whereby these central service costs can be
identified and assigned to benefited activities on a reasonable and consistent basis. The central service cost
allocation plan provides that process. All costs and other data used to distribute the costs included in the plan
should be supported by formal accounting and other records that will support the propriety of the costs assigned to
Federal awards.

2. Guidelines and illustrations of central service cost allocation plans are provided in a brochure published by
the Department of Health and Human Services entitled “A Guide for State and Local Government Agencies: Cost
Principles and Procedures for Establishing Cost Allocation Plans and Indirect Cost Rates for Grams and Contracts
with the Federal Government.” A copy of this brochure may be obtained from the Superintendent of Documents,
U.S. Government Printing Office.

B .  Definitions

1. “Billed central services” means central services that are billed to benefited agencies an&or programs on an
individual fee-for-service or similar basis. Typical examples of billed central services include computer services,
transportation services, insurance, and fringe benefits

2. “Allocated central services” means central services that benefit operating agencies but are not billed to the
agencies on a fee-for-service or similar basis. These costs are allocated to benefited agencies on some reasonable
basis. Examples of such services might include general accounting, personnel administration, purchasing, etc.

3. “Agency or operating agency” means an organizational unit or subdivision within a governmental unit that
is responsible for the performance or administration of awards or activities of the governmental unit.

C. Scope of the Central Service Cost Allocation Plans

The central service cost allocation plan will include all central service costs that will be claimed (either as a
billed or an allocated cost) under Federal awards and will be documented as described in section E. Costa of central
services omitted from the plan will not be reimbursed.

26



Enclosure (8) to COMDTPUB P16755.3A

D. Submission Requirements

1. Each State will submit a plan to the Department of Health and Human Services for each year in which it
claims central service costs under Federal awards. The plan should include (a) a projection of the next year’s
allocated central service cost (based either on actual costs for the most recently completed year or the budget
projection for the coming year), and (b) a reconciliation of actual allocated central service costs to the estimated
costs used for either the most recently completed year or the year immediately proceeding the most recently
completed year.

2. Each local government that has been designated as a “major local government” by the Office of
Management and Budget (OMB) is also required to submit a plan to its cognizant agency annually. OMB
periodically lists major local governments in the Federal Register.

3. All otber local governments claiming central service costs must develop a plan in accordance with the
requirements described in this Circular and maintain the plan and related supporting documentation for audit. These
local governments are not required to submit their plans for Federal approval unless they are specifically requested
lo do so by the cognizant agency. Where a local government only receives funds as a sub-recipient, the primary
recipient will be responsible for negotiating indirect cost rates antior monitoring the sub-recipient’s plan.

4. AI1 central service cost allocation plans will be prepared and, when required, submitted within six months
prior to the beginning of each of the governmental unit’s fiscal years in which it proposes to claim central service
costs. Extensions may be granted by the cognizant agency on a case-by-case basis.

E. Documentation Requirements for Submitted Plans

The documentation requirements described in this section may be modified, expanded, or reduced by the
cognizant agency on a case-by-case basis. For example, the requirements may be reduced for those central services
which have little or no impact on Federal awards. Conversely, if a review of a plan indicates that certain additional
information is needed, and will likely be needed in future years, it may be routinely requested in future plan
submissions. Items marked with an asterisk (+) should be submitted only once; subsequent plans should merely
indicate any changes since the last plan.

1. General. All proposed plans must be accompanied by the following: an organization chart sufliciently
detailed to show operations including the central service activities of the State/local government whether or not they
are shown as benefiting from central service functions; a copy of the Comprehensive Annual Financial Report (or a
copy of the Executive Budget if budgeted costs are being proposed) lo support the allowable costs of each central
service activity included in the plan; and, a certification (see subsection 4.) that the plan was prepared in accordance
with this Circular, contains only allowable costs, and was prepared in a manner that treated similar costs
consistently among the various Federal awards and between Federal and non-Federal awards/activities.

2. Allocated central services. For each allocated central service, the plan must also include the following: a
brief description of the service+, an identification of the unit rendering the service and the operating agencies
receiving the service, the items of expense included in the cost of the service, the method used to distribute the cost
of the service to benefited agencies, and a summary schedule showing the allocation of each service to the specific
benefited agencies. If any self-insurance funds or fringe benefits costs are treated as allocated (rather than billed)
central services, documentation discussed in subsections 3.b. and c. shall also be included.

3. Billed services.

a. Generd  The information described below shall be provided for all billed central services, including
internal service funds, self-insurance funds, and fringe benefit funds.

b. Internal service funds.
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(I) For each internal service fund or similar activity with an operating budget of $5 million or more, the
plan shall include: a brief description of each service; a balance sheet for each fund based on individual accounts
contained in the governmental unit’s accounting system; a revenue/expenses statement, with revenues broken out by
source, e.g., regular billings, interest earned, etc.; a listing of all non-operating transfers (as defined by Generally
Accepted Accounting Principles (GAAP) into and out of the tind; a description of the procedures (methodology)
used to charge the costs of each service to users, including how billing rates are determined; a schedule of current
rates are determined; a schedule of current rates; and, a schedule comparing total revenues (including imputed
revenues) generated by the service to the allowable costs of the service, as determined under this Circular, with an
explanation of how variances will be handled.

(2) Revenues shall consist of all revenues generated by the service, including unbilled and uncollected
revenues. If some users were not billed for the services (or were not billed at the full rate for that class of users), a
schedule showing the full imputed revenues associated with these users shall be provided. Expenses shall be broken
out by object cost categories (e.g., salaries, supplies, etc.).

c. Self-insurance funds. For each self-insurance fund, the plan shall include: the fund balance sheet; a
statement of revenue and expenses including a summary of billings and claims paid by agency; a listing of all non-
operating transfers into and out of the fund; the type(s) of risk(s) covered by the fund (e.g., automobile liability,
workers’ compensation, etc.); an explanation of how the level of fund contributions are determined, including a
copy of the current actuarial report (with the actuarial assumptions used) if the contributions are determined on a
actuarial basis; and, a description of the procedures used to charge or allocate fund contributions to benefited
activities. Reserve levels in excess of claims (1) submitted and adjudicated but not paid, (2) submitted but not
adjudicated, and (3) incurred but not submitted must be identified and explained.

d. Fringe benefits. For fringe benefit costs, the plan shall include: a listing of fringe benefits provided lo
covered employees, and the overall annual cost of each type of benefit; current fiinge benefit policies*; and
procedures used to charge or allocate the costs of the benefits to benefited activities. In addition, for pension and
post-retirement health insurance plans, the following information shall be provided: the governmental unit’s
funding policies, e.g., legislative bills, trust agreements, or State-mandated contribution rules, if different from
actuarially determined rates; the pension plan’s costs accrued for the year; the amount funded, and date(s) of
funding; a copy of the current actuarial report (including the actuarial assumptions); the plan trustee’s report; and, a
schedule from the activity showing the value of the interest  cost associated with late funding.

4. Required cerzi@ution.  Each central service cost allocation plan will be accompanied by a certification in
the following form.

Certificate of Coat Allocation Plrn

This is to certify that I have reviewed the cost allocation plan submitted herewith and to the best of my
knowledge and belief:

(1) All cost included in this proposal [identify date] to establish cost allocations or billings for [identify
period covered by plan] are allowable in accordance with the requirements of OMB Circular A-87, “Cost Principles
for State and Local Governments,” and the Federal award(s) to which they apply. Unallowable costs have been
adjusted for in allocating costs as indicated in the cost allocation plan.

(2) All costs included in this proposal are properly allocable lo Federal awards on the basis of a beneficial
or causal relationship between the expenses incurred and the awards to which they are allocated in accordance with
applicable requirements. Further, the same costs that have been treated as indirect costs have not been claimed as
direct costs. Similar types of costs have been accounted for consistently.

I declare that the foregoing is true and correct.
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Governmental Unit

Signature

Name of Official

Title

Date of Execution

F. Negotiation and Approval of Central Service Plans

1. All proposed central service cost allocation plans that are required to be submitted will be reviewed,
negotiated, and approved by the Federal cognizant agency on a timely basis. The cognizant agency will review the
proposal within six months of receipt of the proposal and either negotiate/approve the proposal or advise the
governmental unit of the additional documentation needed to support/evaluate the proposed plan or the changes
required to make the proposal acceptable. Once an agreement with the governmental unit has been reached, tire
agreement will be accepted and used by ail Federal agencies, unless prohibited or limited by statute. Where a
Federal funding agency has reason to believe that special operating factors affecting its awards necessitate special
consideration, the funding agency will, prior to the time the plans are negotiated, notify the cognizant agency,

2. The results of each negotiation shall be formalized in a written agreement between the cognizant agency and
the governmental unit. This agreement will be subject to re-opening if the agreement is subsequently found to
violate a statute or the information upon which the plan was negotiated is later found to be materially incomplete or
inaccurate. The results of the negotiation shall be made available to all Federal agencies for their use.

3. Negotiated cost allocation plans based on a proposal later found to have included costs that: (a) are
unallowable (I) as specified by law or regulation, (ii) as identified in Attachment B of this Circular, or (iii) by tire
terms and conditions of Federal awards, or (b) are unallowable because they are clearly not allocable to Federal
awards, shall be adjusted, or a refund shall be made at the option of the Federal cognizant agency. These
adjustments or refunds are designed to correct the plans and do not constitute a reopening of the negotiation.

C. Other Poll&s

1. Billed central service octivi&s. Each billed central service activity must separately account for all revenues
(including imputed revenues) generated by the service, expenses incurred to furnish the service, and profit/loss.

2. Working cap&d rese~es. Internal service funds and dependent upon a reasonable level of working capital
reserve to operate from one billing cycle to the next. Charges by an internal service activity to provide for the
establishment and maintenance of a reasonable level of working capital reserve, in addition to the full recovery of
costs, are allowable. A working capital reserve as part of retained earnings of up to 60 days cash expenses for
normal operating purposes is considered reasonable. A working capital reserve exceeding 60 days may be approved
by the cognizant Federal agency in exceptional cases.

3. Carry-forward adjustments of allocated central service cos& Allocated central service costs are usually
negotiated and approved for a future fiscal year on a “fured with carry-forward” basis. Under this procedure, the
fmed amounts for the tirture year covered by agreement are not subject to adjustment for that year. However, when
the actual costs of the year involved become known, the differences between the furtd amounts previously approved
and the actual costs will be carried forward and used as an adjustment to the fured amounts established for a later
year. This “carry-forward” procedure applies to all central services whose costs were fared in the approved plan.
However, a carry-forward adjustment is not permitted, for a central service activity that was not included in the
approved plan, or for unallowable costs that must be reimbursed immediately.
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4. Adjustments of billed central services. Billing rates used to charge Federal awards shall be based on the
estimated costs of providing the services, including an estimate of the allocable central service costs. A comparison
of the revenue generated by each billed service (including total revenues whether or not billed or collected) to the
actual allowable costs of the service will be made at least annually, and an adjustment will be made for the
difference between the revenue and the allowable costs. These adjustments will be made through one of the
following adjustment methods: (a) a cash refund to the Federal Government for the Federal share of the adjustment,
(b) credits to the amounts charged to the individual programs, (c) adjustments to f%ture billing rates, or (d)
adjustments to allocated central service costs. Adjustments to allocated central services will not be permitted where
the total amount of the adjustment for a particular service (Federal share and non-Federal) share exceeds $500,000.

5. Records retention. All central service cost allocation plans and related documentation used as a basis for
claiming costs under Federal awards must be retained for audit in accordance with the records retention
requirements contained in the Common Rule.

6. Appeals. If a dispute arises in the negotiation of a plan between the cognizant agency and the governmental
unit, the dispute shall be resolved in accordance with the appeals procedures of the cognizant agency.

7. OMB assistance. To the extent that problems are encountered among the Federal agencies and/or
governmental units in connection with the negotiation and approval process, OMB will lend assistance, as required,
to resolve such problems in a timely manner.

Attachment D - Public Assistance Cost Allocation Plans

Table of Contents

A. General

B. Definitions

1. State public assistance agency
2. State public assistance agency costs

c. Policy

D. Submission, Documentation, and Approval of Public Assistance Cost Allocation Plans

E. Review of Implementation of Approved Plans

F. Unallowable Costs

A. General

Federally-financed programs administered by State public assistance agencies are funded predominately by the
Department of Health and Human Services (HHS). In support of its stewardship requirements, HHS has published
requirements for the development, documentation, submission, negotiation, and approval of public assistance cost
allocation plans in Subpart E of 45 CFR Part 95. All administrative costs (direct and indirect) are normally charged
to Federal awards by implementing the public assistance cost allocation plan. All administrative costs (direct and
indirect) are normally charged to Federal awards by implementing the public assistance cost allocation plan. This
Attachment extend these requirements to all Federal agencies whose programs are administered by a State public
assistance agency. Major federally-financed programs typically administered by State public assistance agencies
include: Aid to Families with Dependent Children, Medicaid, Food Stamps, Child Support Enforcement, Adoption
Assistance and Foster Care, and Social Services Block Grant.
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B. Definitions

I. “State public assistance agency” means a State agency administering or supervising the administration of
one or more public assistance programs operated by the State as identified in Subpart E of 45 CFR Part 95. For the
purpose of this Attachment, these programs include all programs administered by the State public assistance agency.

2. “State public assistance agency costs” means all costs incurred by, or allocable to, the State public assistance
agency, except expenditures for financial assistance, medical vendor payments, food stamps, and payments for
services and goods provided directly to program recipients.

C. Policy

State public assistance agencies will develop, document and implement, and the Federal Govemment will
review, negotiate, and approve, public assistance cost allocation plans in accordance with Subpart E of 45 CFR Part
95. The plan will include all programs administered by the State public assistance agency. Where a letter of
approval or disapproval is transmitted to a State public assistance agency in accordance with Subpart E, the letter
will apply to all Federal agencies and programs. The remaining sections of this Attachment (except for the
requirement for certification) summarize the provisions of Subpart E of 45 CFR Part 95.

D. Submission, Documentation, and Approval of Public Assistance Cost Allocation Plans

1. State public assistance agencies are required to promptly submit amendments to the cost allocation plan to
HHS for review and approval.

2. Under the coordination process outlined in subsection E, affected Federal agencies will review all new plans
and plan amendments and provide comments, as appropriate, to HHS. The effective date of the plan or plan
amendment will be the first day of the quaxter following the submission of the plan or amendment, unless another
date is specifically approved by HHS. HHS, as the cognizant agency acting on behalf of all afkcted Federal
agencies, will, as necessary, conduct negotiations with the State public assistance agency and will inform the State
agency of the action taken on the plan or plan amendment.

E. Review of Implementation of Approved Plans

1. Since public assistance cost allocation plans are of a narrative nature, the review during the plan approval
process consists of evaluating the appropriateness of the proposed groupings of costs (cost centers) and the related
allocation bases. As such, the Federal Government needs some assurance that the cost allocation plan has been
implemented as approved. This is accomplished by reviews by the funding agencies, single audits, or audits
conducted by the cognizant audit agency.

2. Where inappropriate charges affecting more than one funding agency are identified, the cognizant HHS cost
negotiation ofice will be advised and will take the lead in resolving the issue(s) as provided for in Subpart E of 45
CFR Part 95.

3. If a dispute arises in the negotiation of a plan or from a disallowance involving two or more tiding
agencies, the dispute shall be resolved in accordance with the appeals procedures set out in 45 CFR Part 75.
Disputes involving only one funding agency will be resolved in accordance with the funding agency’s appeal
process.

4. To the extent that problems are encountered among the Federal agencies and/or governmental units in
connection with the negotiation and approval process, the OfIice of Management and Budget will lend assistance, as
required, to resolve such problems in a timely manner.

F. Unallowable Coats
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Claims developed under approved cost allocation plans will be based on allowable costs as identified in this
Circular. Where unallowable costs have been claimed and reimbursed, they will be refunded to the program that
reimbursed the unallowable cost using one of the following methods: (a) a cash refund, (b) offset to a subsequent
claim, or (c) credits to the amounts charged to individual awards.

Attachment E - State and Local Indirect Cost Rate Proposals

Table of Contents

A. General

B. Definitions
1. Indirect cost rate proposal
2. Indirect cost rate
3. Indirect cost pool
4. Base
5. Predetermined rate
6. Fixed rate
7. Provisional rate
8. Final rate
9. Base period

C. Allocation of Indirect Costs and Determination of Indirect Cost Rates
1. General
2. Simplified method
3. Multiple allocation base method
4. Special indirect cost rates

D. Submission and Documentation of Proposals
1. Submission of indirect cost rate proposals
2. Documentation of proposals
3. Required certification

E. Negotiation and Approval of Bates

F. Other Policies
1. Fringe benefit rates
2. Billed services provided by the grantee agency
3. Indirect cost allocations not using rates
4. Appeals
5. Collections of unallowable costs and erroneous payments
6. OMB assistance

A. General

1. Indirect costs are those that have been incurred for common or joint purposes. These costs benefit more
than one cost objective and cannot be readily identified with a particular final cost objective without effort
disproportionate to the results achieved. After direct costs have been determined and assigned directly to Federal
awards and other activities as appropriate, indirect costs are those remaining to be allocated to benefited cost
objectives. A cost may not be allocated to a Federal award as an indirect cost if any other cost incurred for the same
purpose, in like circumstances, has been assigned to a Federal award as a direct cost.
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2. Indirect costs include (a) the indirect costs originating in each department or agency of the governmental
unit carrying out Federal awards and (b) the costs of central governmental services distributed through the central
service cost allocation plan (as described in Attachment C) and not otherwise treated as direct costs.

3. Indirect costs are normally charged to Federal awards by the use of an indirect cost rate. A separate indirect
cost rate(s) is usually necessary for each department or agency of the governmental unit claiming indirect costs
under Federal awards. Guidelines and illustrations of indirect cost proposals are provided in a brochure published
by the Department of Health and Human Services entitled “A Guide for State and Local Government Agencies:
Cost Principles and Procedures for Establishing Cost Allocation Plans and Indirect Cost Bates for Grants and
Contracts with the Federal Government.” A copy of this brochure may be obtained from the Superintendent of
Documents, U.S. Government Priming Office.

4. Because of the diverse characteristics and accounting practices of governmental units, the types of costs
which may be classified as indirect costs cannot be specified in all situations. However, typical examples of indirect
costs may include certain State/local-wide central service costs, general administration of the grantee department or
agency, accounting and personnel services performed within the grantee department or agency, depreciation or use
allowances on building and equipment, the costs of operating and maintaining facilities, etc.

5. This Attachment does not apply to State public assistance agencies. These agencies should refer instead to
Attachment D.

B. Definitions

1. “Indirect cost rate proposal” means the documentation prepared by a governmental unit or subdivision
thereof to substantiate its request for the establishment of an indirect cost rate.

2. “Indirect cost rate” is a device for determining in a reasonable manner the proportion of indirect costs each
program should bear. It is the ratio (expressed as a percentage) of the indit costs to a direct cost base.

3. “Indirect cost pool” is the accumulated costs that jointly benefit two or more programs or other cost
objectives.

4. “Base” means the accumulated direct costs (normally either total direct salaries and wages or total direct cost
exclusive of any extraordinary or distorting expenditures) used to distribute indirect costs to individual Federal
awards. The direct cost base selected should result in each award bearing a fair share of tire indirect costs in
reasonable relation to the benefits received from the costs.

5. “Predetermined rate” means an indirect cost rate, applicable to a specified current or Wure period, usually
the governmental unit’s fiscal year. This rate is based on an estimate of the costs to be incurred during the period.
Except under very unusual circumstances, a predetermined rate is not subject to adjustment. (Because of legal
constraints, predetermined rates are not permitted for Federal contracts; they may, however, be used for grants or
cooperative agreements.) Predetermined rates may not be used by governmental units that have not submitted and
negotiated the rate with the cognizant agency. In view of tbc potential advantages offered by this procedure,
negotiation of predetermined rates for indirect costs for a period of two to four years should be the norm in those
situations where the cost experience and other pertinent facts available are deemed sufiicient to enable the parties
involved to reach an informed judgment as to the probable level of indirect costs during the ensuing accounting
periods.

6. “Fixed rate” means an indirect cost rate which has the same characteristics as a predetermined rate, except
that the difference between the estimated costs and the actual, allowable costs of the period covered by the rate is
carried forward as an adjustment to the rate computation of a subsequent period.
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7. “Provisional rate” means a temporary indirect cost rate applicable to a specified period which is used for
funding, interim reimbursement, and reporting indirect costs on Federal awards pending the establishment of a
“tinal” rate for that period.

8. “Final rate” means an indirect cost rate applicable to a specified past period which is based on the actual
allowable costs of the period. A final audited rate is not subject to adjustment.

9. “Base period” for the allocation of indirect costs is the period in which such costs are incurred and
accumulated for allocation to activities performed in that period. The base period normally should coincide with the
govemmental unit’s fiscal year, but in any event, shall be so selected as to avoid inequities in the allocation of costs.

C. Allocation of Indirect Costs and Determination of Indirect Cost Rates

1. General.

a. Where a governmental unit’s department or agency has only one major function, or where all its major
functions benefit from the indirect costs to approximately the same degree, the allocation of indirect costs and the
computation of an indirect cost rate may be accomplished through simplified allocation procedures as described in
subsection 2.

b. Where a governmental unit’s department or agency has several major functions which benefit from its
indirect costs in varying degrees, the allocation of indirect costs may require the accumulation of such costs into
separate cost groupings which then are allocated individually to benefited functions by means of a base which best
measures the relative degree of benefit. The indirect costs allocated to each function are then distributed to
individual awards and other activities included in that function by means of an indirect cost rate(s).

c. Specific methods for allocating indirect costs and computing indirect cost rates along with the conditions
under which each method should be used are described in subsections 2.3, and 4.

2. Simplifid method.

a. Where a grantee agency’s major functions benefit from its indirect costs to approximately the same
degree, the allocation of indirect costs may be accomplished by (1) classifying the grantee agency’s total costs for
the base period as either direct or indirect, and (2) dividing the total allowable indirect costs (net of applicable
credits) by an equitable distribution base. The result of this process is an indirect cost rate which is used to
distribute indirect costs to individual Federal awards. The rate should be expressed as the percentage which the total
amount of allowable indirect costs bears to the base selected. This method should also be used where a
governmental unit’s department or agency has only one major function encompassing  a number of individual
projects or activities, and may be used where the level of Federal awards to that department or agency is relatively
small.

b. Both the direct costs and the indirect costs shall exclude capital expenditures and unallowable costs.
However, unallowable costs must be included in the direct costs if they represent.activities  to which indirect costs
are properly allocable.

c. The distribution base may be (1) total direct costs (excluding capital expenditures and other distorting
items, such as pass-through funds, major subcontracts, etc.), (2) direct salaries and wages, or (3) another base which
results in an equitable distribution.

3. Multiple allocation base method.

a. Where a grantee agency’s indirect costs benefit its major functions in varying degrees, such costs shall be
accumulated into separate cost groupings. Each grouping shall then be allocated individually to benefited functions
by means of a base which best measures the relative benefits.
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b. The cost groupings should be established so as to permit the allocation of each grouping on the basis of
benefits provided to the major functions. Each grouping should constitute a pool of expenses that are of like
character in terms of the functions they benefit and in terms of the allocation base which best measures the relative
benefits provided to each function. The number of separate groupings should be held within practical limits, taking
into consideration the materiality of the amounts involved and the degree of precision needed.

c. Actual conditions must be taken into account in selecting the base to be used in allocating the expenses in
each grouping to benefited functions. When an allocation can be made by assignment of a cost grouping directly to
the function benefited, the allocation shall be made in that manner. When the expenses in a grouping are more
general in nature, the allocation should be made through the use of a selected base which produces results that are
equitable to both the Federal Government and the governmental unit. In general, any cost element or related factor
associated with the governmental unit’s activities is potentially adaptable for use as an allocation base provided that:
( 1) it can readily be expressed in terms of dollars or other quantitative measures (total direct costs, direct salaries
and wages, staff hours applied, square feet used, hours of usage, number of documents processed, population
served, and the like), and (2) it is common to the benefited functions during the base period.

d. Except where a special indirect cost rate(s) is required in accordance with subsection 4, the separate
groupings of indirect costs allocated to each major function shall be aggregated and treated as a common pool for
that function. The costs in the common pool shall then be distributed to individual Federal awards included in that
function by use of a single indirect cost rate.

e. The distribution base used in computing the indirect cost rate for each function may be (1) total direct
costs (excluding capital expenditures and other distorting items such as pass-through funds, major subcontracts,
etc.), (2) direct salaries and wages, or (3) another base which results in an quitable  distribution. An indirect cost
rate should be developed for each separate indirect cost pool developed. The rate in each case should be stated as
the percentage relationship between the particular indirect cost pool and the distribution base identified with that
pool.

4. Special indirect cost rates.

a. In some instances, a single indirect cost rate for all activities of a grantee department or agency or for
each major l’unction of the agency may not be appropriate. It may not take into account those different factors
which may substantially affect the indirect costs applicable to a particular program or group of programs. The
factors may include the physical location of the work, the level of administrative support required, the nature of the
facilities or other resources employed, the organizational arrangements used, or any combination thereof. When a
particular award is carried out in an environment which appears to generate a significantly different level of indirect
costs, provisions should be made for a separate indirect cost pool applicable to that award. The separate indirect
cost pool should be developed during the course of the regular allocation process, and the separate indirect cost rate
resulting therefrom should be used, provided that: (1) the rate differs significantly from the rate which would have
been developed under subsections 2. And 3.. and (2) the award to which the rate would apply is material in amount.

b. Although this Circular adopts the concept of the full allocation of indirect costs, there are some Federal
statutes which restrict the reimbursement of certain indirect costs. Where such restrictions exist, it may be necessary
to develop a special rate for the affected award. Where a “restricted rate” is required, the procedure for developing
a non-restricted rate will be used except for the additional step of the elimination from the indirect cost pool those
costs for which the law prohibits reimbursement.

D. Submission and Documentation of Proposals

1. Submission of indirect cost rate proposals.

a. All departments or agencies of the governmental unit desiring to claim indirect costs under Federal
awards must prepare an indirect cost rate proposal and related documentation to support those costs. The proposal
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and related documentation must be retained for audit in accordance with the records retention requirements
contained in the Common Rule.

b. A governmental unit for which a cognizant agency assignment has been specifically designated must
submit its indirect cost rate proposal to its cognizant agency. The Office of Management and Budget (OMB) will
periodically publish lists of governmental units identifying the appropriate Federal cognizant agencies. The
cognizant agency for all governmental units or agencies not identified by OMB will be determined based on the
Federal agency providing the largest amount of Federal funds. In these cases, a governmental unit must develop an
indirect cost proposal in accordance with the requirements of this Circular and maintain the proposal and related
supporting documentation for audit. These governmental units are not required to submit their proposals unless
they are specifically requested to do so by the cognizant agency. Where a local government only receives funds as a
sub-recipient, the primary recipient will be responsible for negotiating and/or monitoring the sub-recipient” plan.

c. Each lndian tribal government desiring reimbursement of indirect costs must submit its indirect cost
proposal to the Department of the Interior (its cognizant Federal agency).

d. Indirect cost proposals must be developed (and, when required, submitted) within six months after the
close of the governmental unit’s fiscal year, unless an exception is approved by the cognizant Federal agency. If the
proposed central service cost allocation plan for the same period has not been approved by that time, the indirect
cost proposal may be prepared including an amount for central services that is based on the latest federally-
approved central service cost allocation plan. The difference between these central service amounts and the
amounts ultimately approved will be compensated for by an adjustment in a subsequent period.

2. Documtwarion ofproposals. The following shall be included with each indirect cost proposal:

a. The rates proposed, including subsidiary work sheets and other relevant data, cross referenced and
reconciled to the financial data noted in subsection b. Allocated central service costs will be supported by the
summary table included in the approved central service cost allocation plan. This summary table is not required to
be submitted with the indirect cost proposal if the central service cost allocation plan for the same fiscal year has
been approved by the cognizant agency and is available to the tunding agency.

b. A copy of the financial data (financial statements, comprehensive annual financial report, executive
budgets, accounting reports, etc.) upon which the rate is based. Adjustments resulting from the use of unaudited
data will be recognized, where appropriate, by the Federal cognizant agency in a subsequent proposal.

c. The approximate amount of direct base costs incurred under Federal awards. These costs should be
broken out between salaries and wages and other direct costs.

d. A chart showing the organizational structure of the agency during the period for which the proposal
applies, along with a functional statement(s) noting the duties and/or responsibilities of all units that comprise the
agency. (Once this is submitted, only revisions need be submitted with subsequent proposals.)

3. Required cerfijieurion. Each indirect cost rate proposal shall be accompanied by a certification in the
following form:

Certificate of Indirect Costs

This is to certify that 1 have reviewed the indirect cost rate proposal submitted herewith and to the best of my
knowledge and belief:

(1) All costs included in this proposal [identify date] to establish billing or final indirect cost rates for
[identify period covered by rate] are allowable in accordance with the requirements of the Federal award(s) to which
they apply and OMB Circular A-87, “Cost Principles for State and Local Governments.” Unallowable costs have
been adjusted for in allocating costs as indicated in the cost allocation plan.
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(2) All costs included in this proposal are properly allocable to Federal awards on the basis of a beneficial
or causal relationship between the expenses incurred and the agreements to which they are allocated in accordance
with applicable requirements. Further, the same costs that have been treated as indirect costs have not been claimed
as direct costs. Similar types of costs have been accounted for consistently and the Federal Government will be
notified of any accounting changes that would affect the predetermined rate.

1 declare that the foregoing is true and correct.

Governmental Unit

Signature

Name of Offkial

Title

Date of Execution

E. Negotiation and Approval of Rates

1, Indirect cost rates will be reviewed, negotiated, and approved by the cognizant Federal agency on a timely
basis. Once a rate has been agreed upon, it will be accepted and used by all Federal agencies unless prohibited or
limited by statute. Where a Federal funding agency has reason to believe that special operating factors affecting its
awards necessitate special indirect cost rates, the funding agency will, prior to the time the rates are negotiated,
notify the cognizant Federal agency.

2. The use of predetermined rates, if allowed, is encouraged where the cognizant agency has reasonable
assurance based on past experience and reliable projection of the grantee agency’s costs, that the rate is not likely to
exceed a rate based on actual costs. Long-term agreements utilizing predetermined rates extending over two or
more ears are encouraged, where appropriate.

3. The results of each negotiation shall be formalized in a written agreement between the cognizant agency and
the governmental unit. This agreement will be subject to re-opening if the agreement is subsequently found to
violate a statute, or the information upon which the plan was negotiated is later found to be materially incomplete or
inaccurate. The agreed upon rates shall be made available to all Federal agencies for their use.

4. Refunds shall be made if proposals are later found to have included costs that (a) are unallowable as (i)
specified by law or regulation, (ii) as identified in Attachment B of this Circular, or (iii) by the terms and conditions
of Federal awards, or (b) are unallowable because they are clearly not allocable to Federal awards. These
adjustments or refunds will be made regardless of the type of rate negotiated (predetermined, final, fwed, or
provisional).

F. Other Policies

1. Fringe bene/f rates. If overall fringe benefit rates are not approved for the governmental unit as part of the
central service cost allocation plan, these rates will be reviewed, negotiated and approved for individual grantee
agencies during the indirect cost negotiation process. In these cases, a proposed f?inge benefit rate computation
should accompany the indirect cost proposal. If fringe benefit rates are not used at the grantee agency level (i.e., the
agency specifically identifies fringe benefit costs to individual employees), the governmental unit should so advise
the cognizant agency.

2. Billed servicesprovidcd by the grantee agency. In some cases, governmental units provide and bill for
services similar to those covered by central service cost allocation plans (e.g., computer centers). Where this
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occurs, the governmental unit should be guided by the requirements in Attachment C relating to the development of
billing rates and documentation requirements, and should advise the cognizant agency of any billed services.
Reviews of these types of services (including reviews of costing/billing methodology, profits or losses, etc.) will be
made on a case-by-case basis as warranted by the circumstances involved.

3. Indirect cost f&cations not using rates. In certain situations, a governmental unit, because of the nature of
its awards, may be required to develop a cost allocation plan that distributes indirect (and, in some cases, direct)
costs to the specific funding sources. In these cases, a narrative cost allocation methodology should be developed,
documented, maintained for audit, or submitted, as appropriate, lo the cognizant agency for review, negotiation, and
approval.

4. Appeals. If a dispute arises in a negotiation of an indirect cost rate (or other rate) between the cognizant
agency and the governmental unit, the dispute shall be resolved in accordance with the appeals procedures of the
cognizant agency.

5. Collection of unallowable costs and erroneouspayments. Costs specitically identified as unallowable and
charged to Federal awards either directly or indirectly will be refunded (including interest chargeable in accordance
with applicable Federal agency regulations).

6. Oh4B assistance. To the extent that problems are encountered among the Federal agencies and/or
governmental units in connection with the negotiation and approval process, OMB will lend assistance, as required,
to resolve such problems in a timely manner.
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OMB CIRCULAR A-133 - Revised June 24,1997

Audits of States, Local Governments, and Non-Profit Organizations

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS

SUBJECT: Audits of States, Local Governments, and Non-Profit Organizations

1.

2.

3.

4.

5.

6.

7.

8.

9.

Purpose. This Circular is issued pursuant to the Single Audit Act of 1984, P.L. 98-502, and the Single Audit
Act Amendments of 1996, P.L. 104-l 56. It sets forth standards for obtaining consistency and uniformity
among Federal agencies for the audit of States, local governments, and non-profit organizations expending
Federal awards.

Authority. Circular A-l 33 is issued under the authority of sections 503.1111, and 7501 el seq. Of Title 3 1,
United States Code, and Executive Orders 8248 and 1154 1

Rescission and Supersession. This Circular rescinds Circular A- 128, “Audits of State and Local
Governments,” issued April 12, 1985, and supersedes the prior Circular A-l 33, “Audits of Institutions of
Higher Education and Other Non-Profit Institutions,” issued April 22, 1996. For effective dates, see paragraph
10.

Policy. Except as provided herein, the standards set forth in this Circular shall be applied by all Federal
agencies. If any statute specifically prescribes policies or specific requirements that differ 6om the standards
provided herein, the provisions of the subsequent statute shall govern.

Federal agencies shall apply the provisions of the sections of this Circular to non-Federal entities, whether they
are recipients expending Federal awards received directly from Federal awarding agencies, or are subrecipients
expending Federal awards received from a pass-through entity (a recipient or another subrecipient).

This Circular does not apply to non-U.S. based entities expending Federal awards received either directly as a
recipeint or indirectly as a subrecipient.

Definitions. The definitions of key terms used in this Circular are contained in $-. 105 in the Attachment to
this Circular.

Required Action. The specific requirements and responsibilities of Federal agencies and non-Federal entities
are set forth in the Attachment to this Circular. Federal agencies making awards to non-Federal entities, either
directly or indirectly, shall adopt the language in the Circular in codified regulations as provided in Section 10
(below), unless different provisions are required by Federal statute or are approved by the Office of
Management and Budget (OMB).

OMB Responsibilities. OMB will review Federal agency regulations and implementation of this Circular, and
will provide interpretations of policy requirements and assistance to ensure uniform, effective and efficient
implementation.

Information Contact. Further information concerning Circular A- 133 may be obtained by contacting the
Financial Standards and Reporting Branch, Office of Federal Financial Management, Offtce of Management
and Budget, Washington, DC 20503, telephone 202-395-3993.

Review Date. This Circular will have a policy review three years from the date of issuance.

1
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10. Effective Dates. The standards set forth in $-.400 of the Attachment to this Circular, which apply directly
to Federal agencies, shall be effective July 1, 1996, and shall apply to audits of fiscal years beginning after June
30, 1996, except as otherwise specified in 9:- . 4 0 0 ( a ) .

The standards set forth in this Circular that Federal agencies shall apply to non-Federal entities shall be adopted
by Federal agencies in codified regulations not later than 60 days after publication of this final revision in the
Federal Register, so that they will apply to audits of fiscal years beginning after June 30,1996, with the
exception that yj-.305(b) of the Attachment applies to audits of fiscal years beginning after June 30,1998.
The requirements of Circular A- 128, although the Circular is rescinded, and the 1990 version of Circular A-l 33
remain in effect for audits of fiscal years beginning on or before June 30, 1996.

Franklin D. Raines
Director

Attachment

PART _--AUDITS OF STATES, LOCAL GOVERNMENTS, AND NON-PROFIT ORGANIZATIONS

Subpart A--General

Sec.
-. 100 Purpose.
_. 105 Definitions.

Subpart B-Audits

-.200 Audit requirements.
.205 Baais for determining Federal awarda expended.

I.2 10 Subrecipient and vendor determinations.
.215 Relation to other audit requirements.

-.220 Frequency of audits.
-.225 Sanctions.
-.230 Audit costs.
- 235-. Program-specific audits.

Subpart C-Auditees

-.300 Auditee responsibilities.
-.305 Auditor selection.

.3 10 Financial statements.
-.3 15 Audit findings follow-up.
I.320 Report submission.

Subpart D-Federal Agencies and Pass-Through  Entities

.400 Responsibilities.
- 405-. Management decision.

Subpart E-Auditors

-.500 Scope of audit.
-.505 Audit reporting.
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-.5 10 Audit findings.
.5 15 Audit working papers.
,520 Major program determination.
.525 Criteria for Federal program risk.

em.530 Criteria for a low-risk auditee.

Appendix A to Part _ - Data Collection Form (Form SF-SAC).

Appendix B to Part - - Circular A- 133 Compliance Supplement.

Subpart A-General
§-.lOO Purpose.

This part sets forth standards for obtaining consistency and uniformity among Federal agencies for the audit of non-
Federal entities expending Federal awarda.

#-. 105 Definitions.

Auditee means any non-Federal entity that expends Federal awards which must be audited under this part. Auditor
means an auditor, that is a public accountant or a Federal, State or local government audit organization, which meets
the general standards specified in generally accepted government auditing standards (GAGAS).  The term auditor
does not include internal auditors of non-profit organizations.

Audit finding means deficiencies which the auditor is required by 8 .510(a) to report in the schedule of fmdings
and questioned costs.

CFDA number means the number assigned to a Federal program in the Catalog of Federal Domestic Assistance
(CFDA).

Cluster of programs means a grouping of closely related programs that share common compliance requirements.
The types of clusters of programs are research and development (R&D), student financial aid (SFA), and other
clusters. “Other clusters” are as defined by the Offlice of Management and Budget (OMB) in the compliance
supplement or as designated by a State for Federal awards the State provides to its subrecipients that meet the
definition of a cluster of programs. When designating an “other cluster,” a State shall identify the Federal awards
included in the cluster and advise the subrecipients of compliance requirements applicable to the cluster, consistent
with #-.400(d)( 1) and 8 .400(d)(2), respectively. A cluster of programs shall be considered as one program
for determining major programs,  as described in 8-.520, and, with the exception of R&D as described in
FL.--200(c), whether a program-specific audit may be elected.

Cognizant agency for audit means the Federal agency designated to carry out the responsibilities described in
g-.400(a).

Compliance supplement refers to the Circular A-133 Compliance Supplement, included as Appendix B to
Circular A-l 33, or such documents as OMB or its designee may issue to replace it. This document is available from
the Government Printing Office, Superintendent of Documents, Washington, DC 20402-9325.

Corrective action means action taken by the auditee that:

(I) Corrects identified deficiencies;

(2) Produces recommended improvements; or

(3) Demonstrates that audit findings are either invalid or do not warrant auditee action.

3
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Federal agency has the same meaning as the term agency in Section 55 l(1) of title 5, United States Code.

Federal award means Federal financial assistance and Federal cost-reimbursement contracts that non-Federal
entities receive directly from Federal awarding agencies or indirectly from pass-through entities. it does not include
procurement contracts, under grants or contracts, used to buy goods or services from vendors. Any audits of such
vendors shall be covered by the terms and conditions of the contract. Contracts to operate Federal Government
owned, contractor operated facilities (GOCOs) are excluded from the requirements of this part.

Federal awarding agency means the Federal agency that provides an award directly to the recipient.

Federal financial assistance means assistance that non-Federal entities receive or administer in the form of grants,
loans, loan guarantees, property (including donated surplus property), cooperative agreements, interest subsidies,
insurance, food commodities, direct appropriations, and other assistance, but does not include amounts received as
reimbursement for services rendered to individuals as described in #-.205(b)  and 8 .205(i).

Federal program means:

(1) All Federal awards to a non-Federal entity assigned a single number in the CFDA.

(2) When no CFDA number is assigned, all Federal awards from the same agency made for the same purpose
should be combined and considered one program.

(3) Notwithstanding paragraphs (1) and (2) of this definition, a cluster of programs. They types of clusters of
programs are:

(i) Research and development (R&D);

(ii) Student financial aid (SFA); and

(iii) “Other clusters,” as described in the definition of cluster of programs in this section.

GAGAS means generally accepted government auditing standards issued by the Comptroller General of the United
States, which are applicable to financial audits.

Generally accepted accounting principles has the meaning specified in generally accepted auditing standards
issued by the American Institute of Certified Public Accountants (AICPA).

Indian tribe means any Indian tribe, band, nation, or other organized group or community, including any Alaskan
Native village or regional or village corporation (as defined in, or established under, the Alaskan Native Claims
Settlement Act) that is recognized by the United States as eligible for the special programs and services provided by
the United States to Indians because of their status as Indians.

Internal control means a process, effected by an entity’s management and other personnel, designed to provide
reasonable assurance regarding the achievement of objectives in the following categories:

(1) Effectiveness and efficiency of operations;

(2) Reliability of fmancial reporting; and

(3) Compliance with applicable laws and regulations.

Internal control pertaining to the compliance requirements for Federal programs (Internal control over Federal
programs) means a process-effected by an entity’s management and other personnel--designed to provide
reasonable assurance regarding the achievement of the following objectives for Federal programs:
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(1) Transactions are properly recorded and accounted for to:

(i) Permit the preparation of reliable financial statements and Federal reports;

(ii) Maintain accountability over assets; and

(iii) Demonstrate compliance with laws, regulations, and other compliance requirements;

(2) Transactions are executed in compliance with:

(i) Laws, regulations, and the provisions of contracts or grant agreements that could have a direct and material
effect on a Federal program; and

(ii) Any other laws and regulations that are identified in the compliance supplement; and

(3) Funds, property, and other assets are safeguarded against loss from unauthorized use or disposition.

Loan means a Federal loan or loan guarantee received or administered by a non-Federal entity.

Local government means any unit of local government within a State, including a county, borough, municipality,
city, town, township, parish, local public authority, special district, school district, intrastate district, council of
govemments, and any other instrumentality of local government.

Major program means a Federal program determined by the auditor to be a major program in accordance with
,520 or a program identified as a major program by a Federal agency or pass-through entity in accordance with

Management decision means the evaluation by the Federal awarding agency or pass-through entity of the audit
findings and corrective action plan and the issuance of a written decision as to what corrective action is necessary.

Non-Federal entity means a State, local government, or non-profit organization.

Non-proflt organization means:

( 1) Any corporation, trust, association, cooperative, or other organization that:

(i) Is operated primarily for scientific, educational, service, charitable, or similar purposes in the public interest;

(ii) Is not organized primarily for profit; and

(iii) Uses its net proceeds to maintain, improve, or expand its operations; and

(2) The term non-profit organization includes non-profit institutions of higher education and hospitals.

OMB means the Executive Office of the President, Offke of Management and Budget.

Oversight agency for audit means the Federal awarding agency that provides the predominant amount of direct
fimding to a recipient not assigned a cognizant agency for audit. When there is no direct funding, the Federal
agency with the predominant indirect funding shall assume the oversight responsibilities. The duties of the
oversight agency for audit are described in 8 .400(b).

Pass-through entity means a non-Federal entity that provides a Federal award to a subrecipient to carry out a
Federal program.



Enclosure (9) to COMDTPUB P16755.3A

Program-specific audit means an audit of one Federal program as provided for in 8 .200(c)  and 0 235.-*

Questioned cost means a cost that is questioned by the auditor because of an audit finding:

( I ) Which resulted from a violation or possible violation of a provision of a law, regulation, contract, grant,
cooperative agreement, or other agreement or document governing the use of Federal funds, including funds
used to match Federal funds;

(2) Where the costs, at the time of the audit, are not supported by adequate documentation; or

(3) Where the costs incurred appear unreasonable and do not reflect the actions a prudent person would take in the
circumstances.

Recipient means a non-Federal entity that expends Federal awards received directly from a Federal awarding
agency to carry out a Federal program.

Research and development (R&D) means all research activities, both basic and applied, and all development
activities that are performed by a non-Federal entity. Research is defined as a systematic study directed toward
fuller scientific knowledge or understanding of the subject studied. The term research also includes activities
involving the training of individuals in research techniques where such activities utilize the same facilities as other
research and development activities and where such activities are not included in the instruction function.
Development is the systematic use of knowledge and understanding gained from research directed toward the
production of useful materials, devices, systems, or methods, including design and development of prototypes and
processes.

Single audit means an audit which includes both the entity’s financial statements and the Federal awards as
described in 8-*500.

State means any State of the United States, the District of Columbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, American Samoa, the Commonwealth of the Northern Mariana Islanda, and the Trust Territory of
the Pacific Islands, any instrumentality thereof, any multi-State, regional, or interstate entity which has
governmental functions, and any Indian tribe as defmed in this section.

Student Financial Aid (SFA) includes those programs of general student assistance, such as those authorized by
Title IV of the Higher Education Act of 1965, as amended, (20 USC. 1070 et seq.) which is administered by the
U.S. Department of Education, and similar programs provided by other Federal agencies. It does not include
programs which provide fellowships or similar Federal awards to students on a competitive basis, or for specified
studies or research.

Subrecipient means a non-Federal entity that expends Federal awards received from a pass-through entity to carry
out a Federal program, but does not include an individual that is a beneficiary of such a program. A subrecipient
may also be a recipient of other Federal awards directly from a Federal awarding agency. Guidance on
distinguishing between a subrecipient and a vendor is provided iu Q-.210.

Types of compliance requirements refers to the types of compliance requirements listed in the compliance
supplement. Examples include: activities allowed or unallowed; allowable costs/cost principles; cash management;
eligibility; matching, level of effort, earmarking; and, reporting.

Vendor means a dealer, distributor, merchant, or other seller providing goods or services that are required for the
conduct of a Federal program. These goods or services may be for an organization’s own use or for the use of
beneficiaries of the Federal program. Additional guidance on distinguishing between a subrecipient  and a vendor is
provided in B-.210.
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Subpart &Audits
g-.200 Audit requirements.

(a) Audit required. Non-Federal entities that expend $300,000 or more in a year in Federal awards shall have a
single or program-specific audit conducted for that year in accordance with the provisions of this part. Guidance on
determining Federal awards expended is provided in 6- -205.

(b) Single audit. Non-Federal entities that expend $300,000 or more in a year in Federal awards shall have a single
audit conducted in accordance with 8 500 except when they elect to have a program-specific audit conducted in
accordance with paragraph (c) of this section.

(c) Program-specific audit election. When an auditee  expends Federal awards under only one Federal program
(excluding (R&D) and the Federal program’s laws, regulations, or grant agreements do not require a financial
statement audit of the auditee, the auditee  may elect to have a program-specific audit conducted in accordance with
8-e235. A program-specific audit may not be elected for R&D unless all of the Federal awards expended were
received from the same Federal agency, or the same Federal agency and the same pass-through entity, and that
Federal agency, or pass-through entity in the carte of a subrecipient, approves in advance a program-specific audit.

(d) Exemption when Federal awards expended are less than $300,000. Non-Federal entities that expend less
than $300,000 a year in Federal awards are exempt from Federal audit requirements for that year, except aa noted in
0-e215(a), but records must be available for review or audit by appropriate offtcials of the Federal agency, pass-
through entity, and General Accounting Office (GAO).

(e) Federally Funded Research and Development Centers (FFRDC). Management of an auditee that owns or
operates a FFRDC may elect to treat the FFRDC as a separate entity for purposes of this part.

0-m205 Basis for determining Federal awards expended.

(a) Determining Federal awards expended. The determination of when an award is expended should be based on
when the activity related to the award occurs. Generally, the activity pertains to events that require the non-Federal
entity to comply with laws, regulations, and the provisions of contracts or grant agreements, such as:
expenditure/expense transactions associated with grants, cost-reimbursement contracts, cooperative agreements, and
direct appropriations; the disbursement of funds passed through to subrecipients; the use of loan proceeds under
loan and loan guarantee programs; the receipt of property; the receipt of surplus property; the receipt or use of
program income; the distribution or consumption of food commodities, the disbursement of amounts entitling the
non-Federal entity to an interest subsidy; and, the period when insurance is in force.

(b) Loan and loan guarantees (loans). Since the Federal Government is at risk for loans until the debt is repaid,
the following guidelines shall be used to calculate the value of Federal awards expended under loan programs,
except as noted in paragraphs (c) and (d) of this section:

(1) Value of new loans made or received during the fiscal year; plus

(2) Balance of loans from previous years for which the Federal Government imposes continuing compliance
requirements; plus

(3) Any interest subsidy, cash, or administrative cost allowance received.

(c) Loan and loan guarantees (loans) at institutions of higher education. When loans are made to students of an
institution of higher education but the institution does not make the loans, then only the value of loans made during
the year shall be considered Federal awards expended in that year. The balance of loans for previous years is not
included as Federal awards expended because the lender accounts for the prior balances.
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(d) Prior loan and loan guarantees (loans). Loans, the proceeds of which were received and expended in prior-
years, are not considered Federal awards expended under this part when the laws, regulations, and the provisions of
contracts or grant agreements pertaining to such loans impose no continuing compliance requirements other than to
repay the loans.

(e) Endowment funds. The cumulative balance of Federal awards for endowment funds which are federally
restricted are considered awards expended in each year in which the tinds are still restricted.

(f) Free rent. Free rent received by itself is not considered a Federal award expended under this part. However,
free rent received as part of an award to carry out a Federal program shall be included in determining Federal
awards expended and subject to audit under this part.

(g) Valuing non-cash assistance. Federal non-cash assistance, such as free rent, food stamps, food commodities,
donated property, or donated surplus property, shall be valued at fair market value at the time of receipt or the
assessed value provided by the Federal agency.

(h) Medicare. Medicare payments to a non-Federal entity for providing patient care services to Medicare eligible
individuals are not considered Federal awards expended under this part.

(i) Medicaid. Medicaid payments to a subrecipient for providing patient care services to Medicaid eligible
individuals are not considered Federal awards expended under this part unless a State requires the funds to be
treated as Federal awards expended because reimbursement is on a cost-reimbursement basis.

(j) Certain loans provided by the National Credit Union Administration. For purposes of this part, loans made
from the National Credit Union Share Insurance Fund and the Central Liquidity Facility that are tided by
contributions from insured institutions are not considered Federal awards expended.

L-*210 Subrecipient and vendor determinations.

(a) General. An auditee  may be a recipient, a subrecipient, and a vendor. Federal awards expended as a recipient
or a subrecipient would be subject to audit under this part. The payments received for goods or services provided as
a vendor would not be considered Federal awards. The guidance in paragraphs (b) and (c) of this section should be
considered in determining whether payments constitute a Federal award or a payment for goods and services.

(b) Federal award. Characteristics indicative of a Federal award received by a subrecipient are when the
organization:

(1) Determines who is eligible to receive what Federal  financial assistance;

(2) Has its performance measured against whether the objectives of the Federal program are met;

(3) Has responsibility for programmatic decision making;

(4) Has responsibility for adherence to applicable Federal program compliance requirements; and

(5) Uses the Federal funds to carry out a program of the organization as compared to providing goods or services
for a program of the pass-through entity.

(c) Payment for goods and services. Characteristics indicative of a payment for goods and services received by a
vendor are when the organization:

( 1) Provides the goods and services within normal business operations;

(2) Provides similar goods or services to many different purchasers;

8
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(3) Operates in a competitive environment;

(4) Provides goods or services that are ancillary to the operation of the Federal program; and

(5) Is not subject lo compliance requirements of the Federal program.

(d) Use of judgment in making determination. There may be unusual circumstances or exceptions to the listed
characteristics. In making the determination of whether a subrecipeint or vendor relationship exists, the substance
of the relationship is more important than the form of the agreement. It is not expected that all of the characteristics
will be present and judgment should be used in determining whether an entity is a subrecipient or vendor.

(e) For-profit subrecipient. Since this part does not apply to for-profit subrecipients, the pass-through entity is
responsible for establishing requirements, as necessary, to ensure compliance by for-profit subrecipients. The
contract with the for-profit subrecipient should describe applicable compliance requirements and the for-profit
subrecipient’s compliance responsibility. Methods lo ensure compliance for Federal awards made to for-profit
subrecipients may include pre-award audits, monitoring during the contract, and post-award audits.

(r) Compliance responsibility for vendors. In most cases, the auditee’s compliance responsibility for vendors is
only to ensure that the procurement, receipt, and payment for goods and services comply with laws, regulations, and
the provisions of contracts or grant agreements. Program compliance requirements normally do not pass through to
vendors. However, the auditee  is responsible for ensuring compliance for vendor transactions which are structured
such that the vendor is responsible for program compliance or the vendor’s records must be reviewed to determine
program compliance. Also, when these vendor transactions relate to a major program, the scope of the audit shall
include determining whether these transactions are in compliance with laws, regulations, and the provisions of
contracts or grant agreements.

g-215 Relation to other audit requirements.

(a) Audit under this part in lieu of other audits. An audit made in accordance with this part shall be in lieu of
any financial audit required under individual Federal awards. To the extent this audit meets a Federal agency’s
needs, it shall rely upon and use such audits. The provisions of this part neither limit the authority of Federal
agencies, including their Inspectors General, or GAO to conduct or arrange for additional audits (e.g., finaacial
audits, performance audits, evaluations, inspections, or reviews) nor authorize any auditee  to constrain Federal
agencies from carrying out additional audits. Any additional audits shall be planned and performed in such a way as
lo build upon work performed by other auditors.

(b) Federal agency to pay for additional audits. A Federal agency that conducts or contracts for additional audits
shall, consistent with other applicable laws and regulations, arrange for funding the full cost of such additional
audits.

(c) Request for a program to be audited as a major program. A Federal agency may request an audit= to have
a particular Federal program audited as a major program in lieu of the Federal agency conducting or arranging for
the additional audits. To allow for planning, such requests should be made at least 180 days prior to the end of the
fiscal year to be audited. The auditee,  after consultation with its auditor, should promptly respond to such request
by informing the Federal agency whether the program would otherwise be audited as a major program using the
risk-based audit approach described in g__.520 and, if not, the estimated incremental cost. The Federal agency
shall then promptly confirm to the auditee  whether it wants the program audited as a major program. If the program
is to be audited as a major program based upon this Federal agency request, and the Federal agency agrees to pay
the full incremental costs, then the auditee  shall have the program audited as a major program. A pass-through
entity may use the provisions of this paragraph for a subrecipient.

g-.220 Frequency of audits.
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Except for the provisions for biennial audits provided in paragraphs (a) and (b) of this section, audits required by
this part shall be performed annually. Any biennial audit shall cover both years within the biennial period.

(a) A State or local government that is required by constitution or statute, in effect on January 1, 1987, to undergo
its audits less frequently than annually, is permitted to undergo its audits pursuant to this part biennially. This
requirement must still be in effect for the biennial period under audit.

(b) Any non-profit organization that had biennial audits for all biennial periods ending between July 1, 1992, and
January I, 1995, is permitted to undergo its audits pursuant to this part biennially.

s-.225 Sanctions.

No audit costs may be charged to Federal awards when audits required by this part have not been made or have been
made but not in accordance with this part. In cases of continued inability or unwillingness to have an audit
conducted in accordance with this part, Federal agencies and pass-through entities shall take appropriate action
using sanctions such as:

(a) Withholding a percentage of Federal awards until the audit is completed satisfactorily;

(b) Withholding or disallowing overhead costs;

(c) Suspending Federal awards until the audit is conducted; or

(d) Terminating the Federal award.

L-*230 Audit Costs.

(a) Allowable costs. Unless prohibited by law, the cost of audits made in accordance with the provisions of this
part are allowable charges to Federal awards. The charges may be considered a direct cost or an allocated indirect
cost, as determined in accordance with the provisions of applicable OMB cost principles circulars, the Federal
Acquisition Regulation (FAR) (48 CFR parts 30 and 31), or other applicable cost principles or regulations.

(b) Unallowable costs. A non-Federal entity shall not charge the following to a Federal award:

(1) The cost of any audit under the Single Audit Act Amendments of 1996 (3 1 USC. 7501 et seq.) not conducted
in accordance with this part.

(2) The cost of auditing a non-Federal entity which has Federal awards expended of less than $300,000 per year
and is thereby exempted under 8 .200(d) from having an audit conducted under this part. However, this does not
prohibit a pass-through entity fio=harging  Federal awards for the cost of limited scope audits to monitor its
subrecipients in accordance with Q .400(d)(3), provided the subrecipient does not have a single audit. For
purposes of this part, limited scope audits only include agreed-upon procedures engagements conducted in
accordance with either the AICPA’s  generally accepted auditing standards or attestation standards, that are paid for
and arranged by a pass-through entity and address only one or more of the following types of compliance
requirements: activities allowed or unallowed; allowable costs/cost principles; eligibility; matching, level of effort,
earmarking; and, reporting.

t-.235 Program-rpeciflc audits.

(a) Program-specific audit guide available. In many cases, a program-specific audit guide will be available to
provide specific guidance to the auditor with respect to internal control, compliance requirements, suggested audit
procedures, and audit reporting requirements. The auditor should contact the O&e of Inspector General of the
Federal agency to determine whether such a guide is available. When a current program-specific audit guide is
available, the auditor shall follow GAGAS  and the guide when performing a program-specific audit.
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(b) Program-specific audit guide not available. (I) When a program-specific audit guide is not available, the
auditee  and auditor shall have basically the same responsibilities for the Federal program as they would have for an
audit of a major program in a single audit.

(2) The auditee  shall prepare the financial statement(s) for the Federal program that includes, at a minimum, a
schedule of expenditures of Federal awards for the program and notes that describe the significant accounting
policies used in preparing the schedule, a summary schedule of prior audit findings consistent with the requirements
offi-.315(b), and a corrective action plan consistent with the requirements of (i-.315(c).

(3) The auditor shall:

(i) Perform an audit of the financial statements(s) for the Federal program in accordance with GAGAS;

(ii) Obtain an understanding of internal control and perform tests of internal control over the Federal program
consistent with the requirements of 8 .500(c) for a major program;

(iii) Perform procedures to determine whether the auditee  has complied with laws, regulations, and the provisions of
contracts or grant agreements that could have a direct and material effect on the Federal program consistent with the
requirements of $-,500(d) for a major program;

(iv) Follow up on prior audit findings, perform procedures to assess the reasonableness of the summary schedule of
prior audit findings prepared by the auditee, and report, as a current year audit finding, when the auditor concludes
that the summary schedule of prior audit fmdings materially misrepresents the status of any prior audit fmding in
accordance with the requirements of Q .500(e).

(4) The auditor’s report(s) may be in the form of either combined or separate reports and may be organized
differently from the manner presented in this section. The auditor’s report(s) shall state that the audit was conducted
in accordance with this part and include the following:

(i) An opinio ( d In or isc aimer of opinion) as to whether the financial statement(s) of the Federal program is
presented fairly in all material respects in conformity with the stated accounting policies;

(ii) A report on internal control related to the Federal program, which shall describe the scope of testing of internal
control and the results of the tests;

(iii) A report on compliance which includes an opinion (or disclaimer of opinion) as to whether the auditce
complied with laws, regulations, and the provisions of contracts or grant agreements which could have a direct and
material effect on the Federal program; and

(iv) A schedule of findings and questioned costs for the Federal program that includes a summary of the auditor’s
results relative to the Federal program in a format consistent with 8 .SOS(d)( 1) and findings and questioned costs
consistent with the requirements of. 8 .505(d)(3).

(c) Report submission for program-specific audits.

(1) The audit shall be completed and the reporting required by paragraph (c)(2) or (c)(3) of this section submitted
within the earlier of 30 days after receipt of the auditor’s report(s), or nine months after the end of the audit period,
unless a longer period is agreed to in advance by the Federal agency that provided the funding or a different period
is specified in a program-specific audit guide. (However, for fiscal years beginning on or before June 30, 1998, the
audit shall be completed and the required reporting shall be submitted within the earlier of 30 days after receipt of
the auditor’s report(s), or I3 months after the end of the audit period, unless a different period is specified in a
program-specific audit guide.) Unless restricted by law or regulation, the auditee  shall make report copies available
for public inspection.
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(2) When a program-specific audit guide is available, the auditee  shall submit to the Federal clearinghouse
designated by OMB the data collection form prepared in accordance with 0- .320(b), as applicable to a program-
specific audit, and the reporting required by the program-specific audit guide to be retained as an archival copy.
Also, the auditee  shall submit to the Federal awarding agency or pass-through entity the reporting required by the
program-specific audit guide.

(3) When a program-specific audit guide is not available, the reporting package for a program-specific audit shall
consist of the financial statement(s) of the Federal program, a summary schedule of prior audit fmdings, and a
corrective action plan as described in paragraph (b)(2) of this section, and the auditor’s report(s) described in
paragraph (b)(4) of this section. The data collection form prepared in accordance with #-.320(b), as applicable to
a program-specific audit, and one copy of this reporting package shall be submitted to the Federal clearinghouse
designated by OMB to be retained as an archival copy. Also, when the schedule of findings and questioned costs
disclosed audit fmdings or the summary schedule of prior audit findings reported the status of any audit fmdings,
the auditee shall submit one copy of the reporting package to the Federal clearinghouse on behalf of the Federal
awarding agency, or directly to the pass-through entity in the case of a subrecipient. Instead of submitting the
reporting package to the pass-through entity, when a subrecipient is not required to submit a reporting package to
the pass-through entity, the subrecipient shall provide written notification to the pass-through entity, consistent with
the requirements of I-.320(e)(2). A subrecipient may submit a copy of the reporting package to the pass-through
entity to comply with this notification requirement.

(d) Other sections 01 this part may apply. Program-specific audits are subject to 8 .I00 through #-.215(b),
P--s220 through g-.230, #-SO0 through s-.305, g-315,  #-.320(f) through #-.320(j), Q-.400
through Q .405, Q-.510 through a-.515, and other referenced provisions of this part unless contrary to the
provisionsthis  section, a program-specific audit guide, or program laws and regulations.

Subpart C-Auditees
#-JO0 Auditee responsibilities.

The auditee shall:

(a) Identify, in its accounts, all Federal awards received and expended and the Federal programs under which they
were received. Federal program and award identification shall include, as applicable, the CFDA title and number,
award number and year, name of the Federal agency, and name of the pass-through entity.

(b) Maintain internal control over Federal programs that provides reasonable assurance that the auditee is managing
Federal awards in compliance with laws, regulations, and the provisions of contracts or grant agreements that could
have a material effect on each of its Federal programs.

(c) Comply with laws, regulations, and the provisions of contracts or grant agreements related to each of its Federal
programs.

(d) Prepare appropriate financial statements, including the schedule of expenditures of Federal awards in
accordance with g 310.

(e) Ensure that the audits required by this part are properly performed and submitted when due. When extensions
to the report submission due date required by #-.320(s) are granted by the cognizant or oversight agency for
audit, promptly notify the Federal clearinghouse designated by OMB and each pass-through entity providing
Federal awards of the extension.

(r) Follow up and take corrective action on audit findings, including preparation of a summary schedule of prior
audit findings and a corrective plan in accordance with Q .315(b) and 8 .315(c), respectively.

g-305 Auditor Selection.
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(a) Auditor procurement. In procuring audit services, auditees  shall follow the procurement standards prescribed
by the Grants Management Common Rule (hereinafter referred to as the “A- 102 Common Rule”) published March
I 1, 1988 and amended April 19, 1995 [insert appropriate CFR citation], Circular A- 110, “Uniform Administrative
Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals and Other Non-Profit
Organizations,” or the FAR (48 CFR part 42) as applicable (OMB Circulars are available from the Office of
Administration, Publications Office, room 2200, New Executive Office Building, Washington, DC 20503).
Whenever possible, auditees  shall make positive efforts to utilize small businesses, minority-owned fums, and
women’s business enterprises, in procuring audit services as stated in the A- 102 Common Rule, OMB Circular A-
l 10, or the FAR (48 CFR part 42), as applicable. In requesting proposals for audit services, the objectives and
scope of the audit should be made clear. Factors to be considered in evaluating each proposal for audit services
include the responsiveness to the request for proposal, relevant experience, availability of staff with professional
qualifications and technical abilities, the results of external quality control reviews, and price.

(b) Restriction on auditor preparing indirect cost proposals. An auditor who prepares the indirect cost proposal
or cost allocation plan may not also be selected to perform the audit required by this part when the indirect costs
recovered by the auditee during the prior year exceeded $1 million. This restriction applies to the base year used in
the preparation of the indirect cost proposal or cost allocation plan and any subsequent years in which the resulting
indirect cost agreement or cost allocation plan is used to recover costs. To minimize any disruption in existing
contracts for audit services, this paragraph applies to audits of fiscal years beginning after June 30, 1998.

(c) Use of Federal auditors. Federal auditors may perform all or part of the work required under this part if they
comply fully with the requirements of this part.

g-2310 Financial statements.

(a) Financial statements. The auditee  shall prepare financial statements that reflect its fmancial position, results of
operations or changes in net assets, and, where appropriate, cash flows for the fiscal year audited. The financial
statements shall be for the same organizational unit and fiscal year that is chosen to meet the requirements of this
part. However, organization-wide fmancial statements may also include departments, agencies, and other
organizational units that have separate audits in accordance with Q .500(a) and prepare separate fmancial
statements.

(b) Schedule of erpenditures of Federal awards. The auditee  shall also prepare a schedule of expenditures of
Federal awards for the period covered by the auditee’s financial statements. While not required, the auditee may
choose to provide information requested by Federal awarding agencies and pass-through entities to make the
schedule easier to use. For example, when a Federal program has multiple award years, the auditee may list the
amount of Federal awards expended for each award year separately. At a minimum, the schedule shall:

(1) List individual Federal programs by Federal  agency. For Federal programs included in a cluster of programs,
list individual Federal programs within a cluster of programs. For R&D, total Federal awards expended shall be
shown either by individual award or by Federal agency and major subdivision within the Federal agency. For
example, the National Institutes of Health is a major subdivision in the Department of Health and Human Services.

(2) For Federal awards received as a subrecipient, the name of the pass-through entity and identifying number
assigned by the pass-through entity shall be included.

(3) Provide total Federal awards expended for each individual Federal program and the CFDA number or other
identifying number when the CFDA information is not available.

(4) Include notes that describe the significant accounting policies used in preparing the schedule.

(5) To the extent practical, pass-through entities should identify in the schedule the total amount provided to
subrecipients from each Federal program.
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(6) Include, in either the schedule or a note to the schedule, the value of the Federal awards expended in the form of
non-cash assistance, the amount of insurance in effect during the year, and loans or loan guarantees outstanding at
year end. While not required, it is preferable to present this information in the schedule.

g-.315 Audit findings follow-up.

(a) General. The auditee  is responsible for follow-up and corrective action on all audit findings. As part of this
responsibility, the auditee  shall prepare a summary schedule of prior audit findings. The auditee shall also prepare a
corrective action plan for current year audit findings. The summary schedule of prior audit findings and the
corrective action plan shall include the reference numbers the auditor assigns to audit findings under 8-.510(c).
Since the summary schedule may include audit findings from multiple years, it shall include the fiscal year in which
the finding initially occurred.

(b) Summary schedule of prior audit flndiugs.  The summary schedule of prior audit findings shall report the
status of all audit findings included in the prior audit’s schedule of findings and questioned costs relative to Federal
awards. The summary schedule shall also include audit findings reported in the prior audit’s summary schedule of
prior audit findings except audit findings listed as corrected in accordance with paragraph (b)(l) of this section, or
no longer valid or not warranting further action in accordance with paragraph (b)(4) of this section.

(1) When audit findings were fully corrected, the summary schedule need only list the audit findings and state that
corrective action was taken.

(2) When audit findings were not corrected or were only partially corrected, the summary schedule shall describe
the planned corrective action as well as any partial corrective action taken.

(3) When corrective action taken is significantly different from corrective action previously reported in a corrective
action plan or in the Federal agency’s or pass-through entity’s management decision, the summary schedule shall
provide an explanation.

(4) When the auditee  believes the audit findings  are no longer valid or do not warrant fLrther action, the reasons for
this position shall be described in the summary schedule. A valid reason for considering an audit finding as not
warranting further action is that all of the following have occurred:

(i) Two years have passed since the audit report in which the finding occurred was submitted to the Federal
clearinghouse;

(ii) The Federal agency or pass-through entity is not cunrmtly following up with the auditee on the audit finding;
and

(iii) A management decision was not issued.

(c) Corrective action plan. At the completion of the audit, the auditee  shall prepare a corrective action plan to
address each audit finding included in the current year auditor’s reports. The corrective action plan shall provide
the name(s) of the contact person(s) responsible for corrective action, the corrective action planned, and the
anticipated completion date. If the auditee does not agree with the audit findings or believes corrective action is not
required, then the corrective action plan shall include an explanation and specific reasons.

g-.320 Report submission.

(a) General. The audit shall be completed and the data collection form described in paragraph (b) of this section
and reporting package described in paragraph (c) of this section shall be submitted within the earlier of 30 days after
receipt of the auditor’s report(s), or nine months after the end of the audit period, unless a longer period is agreed to
in advance by the cognizant or oversight agency for audit. (However, for fiscal years beginning on or before June
30,1998,  the audit shall be completed and the data collection form and reporting package shall be submitted within
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the earlier of 30 days after receipt of the auditor’s report(s), or 13 months after the end of the audit period.) Unless
restricted by law or regulation, the auditee  shall make copies available for public inspection.

(b) Data Collection. (I) The auditee  shall submit a data collection form which states whether the audit was
completed in accordance with this part and provides information about the auditee,  its Federal programs, and the
results of the audit. The form shall be approved by OMB, available from the Federal clearinghouse designated by
OMB, and include data elements similar to those presented in this paragraph. A senior level representative of the
auditee  (e.g., State controller, director of finance, chief executive officer, or chief financial officer) shall sign a
statement to be included as part of the form certifying that: the auditee complied with the requirements of this part,
the form was prepared in accordance with this part (and the instructions accompanying the form), and the
information included in the form, in its entirety, are accurate and complete.

(2) The data collection form shall include the following data elements:

(i) The type of report the auditor issued on the financial statements of the auditee  (i.e., unqualified opinion,
qualified opinion, adverse opinion, or disclaimer of opinion).

(ii) Where applicable, a statement that reportable conditions in internal control were disclosed by the audit of the
financial statements and whether any such conditions were material weaknesses.

(iii) A statement as to whether the audit disclosed any noncompliance which is material to the financial statements
of the auditee.

(iv) Where applicable, a statement that reportable conditions in internal control over major programs were disclosed
by the audit and whether any such conditions were material weaknesses.

(v) The type of report the auditor issued on compliance for major programs (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion).

(vi) A list of the Federal awarding agencies which will receive a copy of the reporting package pursuant to
Q-.320(d)(2) of OMB Circular A- 133.

(vii) A yes or no statement as to whether the auditee  qualified as a low-risk auditec  under 8- -530 of OMB
Circular A-133.

(viii) The dollar threshold used to distinguish between Type A and Type B programs as defined in Q-.520(b)  of
OMB Circular A-133.

(ix) The Catalog of Federal Domestic Assistance (CFDA) number for each Federal program, as applicable.

(x) The name of each Federal program and identification of each major program. Individual programs within a
cluster of programs should be listed in the same level of detail as they are listed in the schedule of expenditures of
Federal awards.

(xi) The amount of expenditures in the schedule of expenditures of Federal awards associated with each Federal
program.

(xii) For each Federal program, a yes or no statement as to whether there are audit findings in each of the following
types of compliance requirements and the total amount of any questioned costs:

(A) Activities allowed or unallowed.

(B) Allowable costs/cost principles.
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(C) Cash management.

(D) Davis-Bacon Act

(E) Eligibility.

(F) Equipment and real property management.

(G) Matching, level of effort, earmarking.

(H) Period of availability of Federal funds.

(I) Procurement and suspension and debarment.

(J) Program income.

(K) Real property acquisition and relocation assistance.

(L) Repotting.

(M) Subrecipient monitoring.

(N) Special tests and provisions.

(xiii) Auditee Name, Employer Identification Number(s), Name and Title of Certifying Offtcial, Telephone
Number, Signature, and Date.

(xiv) Auditor Name, Name and Title of Contact Person, Auditor Address, Auditor Telephone Number, Signature,
and Date.

(xv) Whether the auditee  has either a cognizant or oversight agency for audit.

(xvi) The name of the cognizant or oversight agency for audit determined in accordance with #-.400(a) and
#-.400(b),  respectively.

(3) Using the information included in the reporting package described in paragraph (c) of this section, the auditor
shall complete the applicable sections of the form. The auditor shall sign a statement to be included as part of the
data collection form that indicates, at a minimum, the source of the information included in the form, the auditor’s
responsibility for the information, that the form is not a substitute for the reporting package described in paragraph
(c) of this section, and that the content of the form is limited to the data elements prescribed by OMB.

(c) Reporting package. The reporting package shall include the:

(1) Financial statements and schedule of expenditures of Federal awards discussed in @.310(a)  and 8-.310(b),
respectively;

(2) Summary schedule of prior audit findings discussed in Q-.315(b);

(3) Auditor’s report(s) discussed in #-SOS;  and

(4) Corrective action plan discussed in #-.315(c).
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(d) Submission to clearinghouse. All auditees shall submit to the Federal clearinghouse designated by OMB the
data collection form described in paragraph (b) of this section and one copy of the reporting package described in
paragraph (c) of this section for:

( 1) The Federal clearinghouse to retain as an archival copy; and

(2) Each Federal awarding agency when the schedule of findings and questioned costs disclosed audit findings
relating to Federal awards that the Federal awarding agency provided directly or the summary schedule of prior
audit findings reported the status of any audit findings relating to Federal awards that the Federal awarding agency
provided directly.

(e) Additional submission by subrecipients. (1) In addition to the requirements discussed in paragraph (d) of this
section, auditees  that are also subrecipients shall submit to each pass-through entity one copy of the reporting
package described in paragraph (c) of this section for each pass-through entity when the schedule of findings and
questioned costs disclosed audit findings relating to Federal awards that the pass-through entity provided or the
summary schedule of prior audit findings repotted the status of any audit findings relating to Federal awards that the
pass-through entity provided.

(2) Instead of submitting the reporting package to a pass-through entity, when a subrecipient is not required to
submit a reporting package to a pass-through entity pursuant to paragraph (e)( 1) of this section, the subrecipient
shall provide written notification to the pass-through entity that: an audit of the subrecipient was conducted in
accordance with this part (including the period covered by the audit and the name, amount, and CFDA number of
the Federal awards(s) provided by the pass-through entity); the schedule of findings and questioned costs disclosed
no audit findings relating to the Federal award(s) that the pass-through entity provided; and, the summary schedule
of prior audit findings did not report on the status of any audit findings relating to the Federal award(s) that the pass-
through entity provided. A subrecipient may submit a copy of the reporting package described in paragraph (c) of
this section to a pass-through entity to comply with this notification requirement.

(f) Requests for report copies. In response to requests by a Federal agency or pass-through entity, auditees shall
submit the appropriate copies of the reporting package described in paragraph (c) of this section and, if requested, a
copy of any management letters issued by the auditor.

(g) Report retention requirements. Auditees  shall keep one copy of the data collection form described in
paragraph (b) of this section and one copy of the reporting package described in paragraph (c) of this section on file
for three years from the date of submission to the Federal clearinghouse designated by OMB. Pass-through entities
shall keep subrecipients’ submissions on file for three years from date of receipt.

(h) Clearinghouse responsibilities. The Federal clearinghouse designated by OMB shall distribute the reporting
packages received in accordance with paragraph (d)(2) of this section and 8 .235(c)(3) to applicable Federal
awarding agencies, maintain a data base of completed audits, provide appropriate information to Federal agencies,
and follow up with known auditees  which have not submitted the required data collection forms and reporting
packages.

(i) Clearinghouse address. The address of the Federal clearinghouse currently designated by OMB is Federal
Audit Clearinghouse, Bureau of the Census, 1201 E. 10” Street, Jeffersonville, IN 47132.

(j) Electronic filing. Nothing in this part shall preclude electronic submissions to the Federal clearinghouse in
such manner as may be approved by OMB. With OMB approval, the Federal clearinghouse may pilot test methods
of electronic submissions.

Subpart D-Federal Agencies and Pass-Through Entities

s-.400 Responsibilities.
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(a) Cognizant agency for audit responsibilities. Recipients expending more than $25 million a year in Federal
awards shall have a cognizant agency for audit. The designated cognizant agency for audit shall be the Federal
awarding agency that provides the predominant amount of direct funding to a recipient unless OMB makes a
specific cognizant agency for audit assignment. To provide for continuity of cognizance, the determination of the
predominant amount of direct funding shall be based upon direct Federal awards expended in the recipient’s fiscal
years ending in 1995,2000,2005,  and every fifth year thereafter. For example, audit cognizance for periods ending
in 1997 through 2000 will be determined based on Federal awards expended in 1995. (However, for States and
local governments that expend more than $25 million a year in Federal awards and have previously assigned
cognizant agencies for audit, the requirements of this paragraph are not effective until fiscal years beginning after
June 30,200O.)  Notwithstanding the manner in which audit cognizance is determined, a Federal awarding agency
with cognizance for an auditee  may reassign cognizance to another Federal awarding agency which provides
substantial direct funding and agrees to be the cognizant agency for audit. Within 30 days after any reassignment,
both the old and the new cognizant agency for audit shall notify the auditee,  and, if known, the auditor of the
reassignment. The cognizant agency for audit shall:

(1) Provide technical audit advice and liaison to auditees  and auditors.

(2) Consider auditee  requests for extensions to the report submission due date required by 8 .320(a). The
cognizant agency for audit may grant extensions for good cause.

(3) Obtain or conduct quality control reviews of selected audits made by non-Federal auditors, and provide the
results, when appropriate, to other interested organizations.

(4) Promptly inform other affected Federal agencies and appropriate Federal law enforcement officials of any direct
reporting by the auditee  or its auditor of irregularities or illegal acts, as required by GAGAS or laws and regulations.

(5) Advise the auditor and, where appropriate, the auditee of any deficiencies found in the audits when the
deficiencies require corrective action by the auditor. When advised of deficiencies, the auditee shall work with the
auditor to take corrective action. If corrective action is not taken, the cognizant agency for audit shall notify the
auditor, the auditee,  and applicable Federal awarding agencies and pass-through entities of the facts and make
recommendations for follow-up action. Major inadequacies or repetitive substandard performance by auditors shall
be referred to appropriate State licensing agencies and professional bodies for disciplinary action.

(6) Coordinate, to the extent practical, audits or reviews made by or for Federal agencies that are in addition to the
audits made pursuant to this part, so that the additional audits or reviews build upon audits performed in accordance
with this part.

(7) Coordinate a management decision for audit findings that affect the Federal programs of more than one agency.

(8) Coordinate the audit work and reporting responsibilities among auditors to achieve the most cost-effective
audit.

(9) For biennial audits permitted under Q-.220, consider auditee  requests to qualify as a low-risk auditee under
§-.530(a).

(b) Oversight agency for audit responsibilities. An auditee which does not have a designated cognizant agency
for audit will be under the general oversight of the Federal agency determined in accordance with 8- -105. The
oversight agency for audit:

( I ) Shall provide technical advice to auditees  and auditors as requested.

(2) May assume all or some of the responsibilities normally performed by a cognizant agency for audit.
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(c) Federal awarding agency responsibilities. The Federal awarding agency shall perform the following for the
Federal awards it makes:

(1) Identify Federal awards made by informing each recipient of the CFDA title and number, award name and
number, award year, and if the award is for R&D. When some of this information is not available, the Federal
agency shall provide information necessary lo clearly describe the Federal award.

(2) Advise recipients of requirements imposed on them by Federal laws, regulations. and the provisions of contracts
or grant agreements.

(3) Ensure that audits are completed and reports are received in a timely manner and in accordance with the
requirements of this part.

(4) Provide technical advice and counsel to auditees  and auditors as requested.

(5) Issue a management decision on audit findings within six months after receipt of the audit report and ensure that
the recipient takes appropriate and timely corrective action.

(6) Assign a person responsible for providing annual updates of the compliance supplement to OMB.

(d) Pass-through entity responsibilities. A pass-through entity shall perform the following for the Federal awards
it makes:

(I) Identify Federal awards made by informing each subrecipient of CFDA title and number, award name and
number, award year, if the awared is R&D, and name of Federal agency. When some of this information is not
available, the pass-through entity shall provide the best information available to describe the Federal award.

(2) Advise subrecipients of requirements imposed on them by Federal laws, regulations, and the provisions of
contracts or grant agreements as well as any supplemental requirements imposed by the pass-through entity.

(3) Monitor the activities of subrecipients as necessary to ensure that Federal awards are used for authorized
purposes in compliance with laws, regulations, and the provisions of contracts or grant agreements and that
performance goals are achieved.

(4) Ensure that subrecipients expending $300,000 or more in Federal awards during the subrecipients’s fiscal year
have met the audit requirements of this part for that fiscal year.

(5) Issue a management decision on audit findings within six months after receipt of the subrecipient’s audit report
and ensure that the subrecipient takes appropriate and timely corrective action.

(6) Consider whether subrecipient audits necessitate adjustment of the pass-through entity’s own records.

(7) Require each subrecipient  to permit the pass-through entity and auditors to have access to the records and
financial statements as necessary for the pass-through entity to comply with this part.

g-.405 Management decision.

(a) General. The management decision shall clearly state whether or not the audit findings is sustained, the reasons
for the decision, and the expected auditee  action to repay disallowed costs, make financial adjustments, or take other
action. If the auditee  has not completed corrective action, a timetable for follow-up should be given. Prior to
issuing the management decision, the Federal agency or pass-through entity may request additional information or
documentation from the auditee,  including a request for auditor assurance related to the documentation, as a way of
mitigating disallowed costs. The management decision should describe any appeal process available to the auditee.
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(b) Federal agency. As provided in §-.400(a)(7), the cognizant agency for audit shall be responsible for
coordinating a management decision for audit findings that affect the programs of more than one Federal agency.
As provided in 8 .400(c)(5),  a Federal awarding agency is responsible for issuing a management decision for
findings that relazo Federal awards it makes to recipients. Alternate arrangements may be made on a case-by-case
basis by agreement among the Federal agencies concerned.

(c) Pass-through entity. As provided in §-.400(d)(S), the pass-through entity shall be responsible for making
the management decision for audit findings that relate to Federal awards it makes to subrecipients.

(d) Time requirements. The entity responsible for making the management decision shall do so within six months
of receipt of the audit report. Corrective action should be initiated within six months after receipt of the audit report
and proceed as rapidly as possible.

(e) Reference numbers. Management decisions shall include the reference numbers the auditor assigned to each
audit finding in accordance with 82510(c).

Subpart E-Auditors

!I--* 500 Scope of audit.

(a) General. The audit shall be conducted in accordance with GAGAS. The audit shall cover the entire operations
of the auditee;  or, at the option of the auditee, such audit shall include a series of audits that cover departments,
agencies, and other organizational units which expended or otherwise administered Federal awards during such
fiscal year, provided that each such audit shall encompass the fmancial  statements and schedule of expenditures of
Federal awards for each such department, agency, and other organizational unit, which shall be considered to be a
non-Federal entity. The facial statements and schedule of expenditures of Federal awards shall be for the same
fiscal year.

(b) Financial statements. The auditor shall determine whether the financial statements of the auditee are presented
fairly in all material respects in conformity with generally accepted accounting principles. The auditor shall also
determine whether the schedule of expenditures of Federal awards is presented fairly in all material respects in
relation to the auditee’s financial statements taken as a whole.

(c) Internal control. (1) In addition to the requirements of GAGAS, the auditor shall perform procedures to obtain
an understanding of internal control over Federal programs sufficient to plan the audit to support a low assessed
level of control risk for major programs.

(2) Except as provided in paragraph (c)(3) of this section, the auditor shah:

(i) Plan the testing of internal control over major programs to support a low assessed level of control risk for the
assertions relevant to the compliance requirements for each major program; and

(ii) Perform testing of internal control as planned in paragraph (c)(2)(i) of this section.

(3) When internal control over some or all of the compliance requirements for a major program are likely to be
ineffective in preventing or detecting noncompliance, the planning and performing of testing described in paragraph
(c)(2) of this section are not required for those compliance requirements. However, the auditor shall report a
reportable condition (including whether any such condition is a material weakness) in accordance with #-510,
assess the related control risk at the maximum, and consider whether additional compliance tests are required
because of ineffective internal control.
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(d) Compliance. (1) In addition to the requirements of GAGAS, the auditor shall determine whether the auditee
has complied with laws, regulations, and the provisions of contracts or grant agreements that may have a direct and
material effect on each of its major programs.

(2) The principal compliance requirements applicable to most Federal programs and the compliance requirements
of the largest Federal programs are included in the compliance supplement.

(3) For the compliance requirements related to Federal programs contained in the compliance supplement, an audit
of these compliance requirements will meet the requirements of this part. Where there have been changes to the
compliance requirements and the changes are not reflected in the compliance supplement, the auditor shall
determine the current compliance requirements and modify the audit procedures accordingly. For those Federal
programs not covered in the compliance supplement, the auditor should use the types of compliance requirements
contained in the compliance supplement as guidance for identifying the types of compliance requirements to test,
and determine the requirements governing the Federal program by reviewing the provisions of contracts and grant
agreements and the laws and regulations referred to in such contracts and grant agreements.

(4) The compliance testing shall include tests of transactions and such other auditing procedures necessary to
provide the auditor suffkient evidence to support an opinion on compliance.

(e) Audit follow-up. The auditor shall follow-up on prior audit findings, perform procedures to assess the
reasonableness of the summary schedule of prior audit findings prepared by the auditee  in accordance with
8-m315(b), and report, as a current year audit finding, when the auditor concludes that the summary schedule of
prior audit findings materially misrepresents the status of any prior audit finding. The auditor shall perform audit
follow-up procedures regardless of whether a prior audit finding relates to a major program in the current year.

(f) Data Collection Form. As required in j-.320(b)(3), the auditor shall complete and sign specified sections of
the data collection form.

8-s505 Audit reporting.

The auditor’s report(s) may be in the form of either combined or separate reports and may be organized differently
from the manner presented in this section. The auditor’s report(s) shall state that the audit was conducted in
accordance with this part and include the following:

(a) An opinion (or disclaimer of opinion) as to whether the financial statements are presented fairly in all material
respects in conformity with generally accepted accounting principles and an opinion (or disclaimer of opinion) as to
whether the schedule of expenditures of Federal awards is presented fairly in all material respects in relation to the
financial statements taken as a whole.

(b) A report on internal control related to the financial statements and major programs. This report shall describe
the scope of testing of internal control and the results of the tests, and, where applicable, refer to the separate
schedule of findings and questioned costs described in paragraph (d) of this section.

(c) A report on compliance with laws, regulations, and the provisions of contracts or grant agreements,
noncompliance with which could have a material effect on the financial statements. This report shall also include an
opinion (or disclaimer of opinion) as to whether the auditee  complied with laws, regulations, and the provisions of
contracts or grant agreements which could have a direct and material effect on each major program, and, where
applicable, refer to the separate schedule of fmdings  and questioned costs described in paragraph (d) of this section.

(d) A schedule of findings and questioned costs which shall include the followign three components:

(1) A summary of the auditor’s results which shall include:
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(i) The type of report the auditor issued on the financial statements of the auditee (i.e., unqualified opinion,
qualified opinion, adverse opinion, or disclaimer of opinion);

(ii) Where applicable, a statement that reportable conditions in internal control were disclosed by the audit of the
financial statements and whether any such conditions were material weaknesses;

(iii) A statement as to whether the audit disclosed any noncompliance which is material to the fmancial  statements
of the auditee;

(iv) Where applicable, a statement that reportable conditions in internal control over major programs were
disclosed by the audit and whether any such conditions were material weaknesses;

(v) The type of report the auditor issued on compliance for major programs (i.e., unqualified opinion, qualified
opinion, adverse opinion, or disclaimer of opinion);

(vi) A statement as to whether the audit disclosed any audit findings which the auditor is required to report under
0-s510(r);

(vii) An identification of major programs;

(viii) The dollar threshold used to distinguish between Type A and Type B programs, as described in g-.520(b);
and

(ix) A statement as to whether the auditee  qualified as a low-risk auditee  under8 s30.

(2) Findings relating to the financial statements which are required to be reported in accordance with GAGAS.

(3) Findings and questioned costs for Federal awards which shall include audit findings as defined in #-.510(a).

(i) Audit findings (e.g., internal control findings, compliance findings, questioned costs, or fraud) which relate to
the same issue should be presented as a single audit finding. Where practical, audit findings should be organized by
Federal agency or pass-through entity.

(ii) Audit findings which relate to both the financial statements and Federal awards, as repoti under paragraphs
(d)(2) and (d)(3) of this section, respectively, should be reported in both sections of the schedule. However, the
reporting in one section of the schedule may be in summary form with a reference to a detailed reporting in the
other section of the schedule.

L--510 Audit findings.

(a) Audit findings reported. The auditor shall report the following as audit findings in a schedule of findings and
questioned costs:

(1) Reportable conditions in internal control over major programs. The auditor’s determination of whether a
deficiency in internal control is a reportable condition for the purpose of reporting an audit finding is in relation to a
type of compliance requirement for a major program or an audit objective identified in the compliance supplement.
The auditor shall identify reportable conditions which are individually or cumulatively material weaknesses.

(2) Material noncompliance with the provisions of laws, regulations, contracts, or grant agreements related to a
major program. The auditor’s determination of whether a noncompliance with the provisions of laws, regulations,
contracts, or grant agreements is material for the purpose of reporting an audit finding is in relation to a type of
compliance requirement for a major program or an audit objective identified in the compliance supplement.
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(3) Known questioned costs which are greater than $10,000 for a type of compliance requirement for a major
program. Known questioned costs are those specifically identified by the auditor. In evaluating the effect of
questioned costs on the opinion on compliance, the auditor considered the best estimate of total costs questioned
(likely questioned costs), not just the questioned costs specifically identified (known questioned costs). The auditor
shall also report known questioned costs when likely questioned costs are greater than $10,000 for a type of
compliance requirement for a major program. In reporting questioned costs, the auditor shall include information to
provide proper perspective for judging the prevalence and consequences of the questioned costs.

(4) Known questioned costs which are greater than $10,000 for a Federal program which is not audited as a major
program. Except for audit follow-up, the auditor is not required under this part to perform audit procedures for such
a Federal program; therefore, the auditor will normally not find questioned costs for a program which is not audited
as a major program. However, if the auditor does become aware of questioned costs for a Federal program which is
not audited as a major program (e.g., as part of audit follow-up or other audit procedures) and the known questioned
costs are greater than $10,000, then the auditor shall report this as an audit finding.

(5) The circumstances concerning why the auditor’s report on compliance for major programs is other than an
unqualified opinion, unless such circumstances are otherwise reported as audit findings in the schedule of findings
and questioned costs for Federal awards.

(6) Known fraud affecting a Federal award, unless such fraud is otherwise reported as an audit finding in the
schedule of findings and questioned costs for Federal awards. This paragraph does not require the auditor to make
an additional reporting when the auditor confirms that the fraud was reported outside of the auditor’s reports under
the direct reporting requirements of GAGAS.

(7) Instances where the results of audit follow-up procedures disclosed that the summary schedule of prior audit
findings prepared by the auditee  in accordance with #-.315(b) materially misrepresents the status of any prior
audit finding.

(b) Audit finding detail. Audit findings shall be presented in sufficient detail for the auditee to prepare a
corrective action plan and take corrective action and for Federal agencies and pass-through entities to arrive at a
management decision. The following specific information shall be included, as applicable, in audit findings:

(1) Federal program and specific Federal award identification including the CFDA title and number, Federal award
number and year, name of Federal agency, and name of the applicable pass-through entity. When information, such
as the CFDA title and number or Federal award number, is not available, the auditor shall provide the best
information available to describe the Federal award.

(2) The criteria or specific requirement upon which the audit finding is based, including statutory, regulatory, or
other citation.

(3) The condition found, including facts that support the deficiency identified in the audit finding.

(4) Identification of questioned costs and how they were computed.

(5) Information to provide proper perspective for judging the prevalence and consequences of the audit fmdings,
such as whether the audit findings represent an isolated instance or a systemic problem. Where appropriate,
instances identified shall be related to the universe and the number of cases examined and be quantified in terms of
dollar value.

(6) The possible asserted effect to provide suficient information to the auditee  and Federal agency, or pass-through
entity in the case of a subrecipient, to permit them to determine the cause and effect to facilitate prompt and proper
corrective action.

(7) Recommendations to prevent future occurrences of the deficiency identified in the audit finding,
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(8) Views of responsible officials of the auditee when there is disagreement with the audit findings, to the extent
practical.

(c) Reference numbers. Each audit finding in the schedule of findings and questioned costs shall include a
reference number to allow for each referencing of the audit findings during follow-up.

g-.515 Audit working papers.

(a) Retention of working papers. The auditor shall retain working papers and reports for a minimum of three
years after the date of issuance of the auditor’s report(s) to the auditee,  unless the auditor is notified in writing by
the cognizant agency for audit, oversight agency for audit, or pass-through entity to extend the retention period.
When the auditor is aware that the Federal awarding agency, pass-through entity, or auditee  is contesting an audit
finding, the auditor shall contact the parties contesting the audit finding for guidance prior to destruction of the
working papers and reports.

(b) Access to working papers. Audit working papers shall be made available upon request to the cognizant or
oversight agency for audit or its designee, a Federal agency providing direct or indirect funding, or GAO at the
completion of the audit, as part of a quality review, to resolve audit findings, or to carry out oversight
responsibilities consistent with the purposes of this part. Access to working papers includes the right of Federal
agencies to obtain copies of working papers, as is reasonable and necessary.

ii-.-*520 Major program determination.

(a) General. The auditor shall use a risk-based approach to determine which Federal programs are major
programs. This risk-based approach shall include consideration of: Current and prior audit experience, oversight
by Federal agencies and pass-through entities, and the inherent risk of the Federal program. The process in
paragraphs (b) through (i) of this section shall be followed.

(b) Step 1. (1) The auditor shall identify the larger Federal programs, which shall be labeled Type A programs.
Type A programs are defmed as Federal programs with Federal awards expended during the audit period exceeding
the larger of:

(i) $300,000 or three percent (.03) of total Federal awards expended in the case of an auditee  for which total
Federal awards expended equal or exceed $300,000 but are less than or equal to S 100 million.

(ii) $3 million or three-tenths of one percent (.003) of total Federal awards expended in the case of an auditee for
which total Federal awards expended exceed S 100 million but are less than or equal to f 10 billion.

(iii) $30 million or 15 hundredths of one percent (.0015) of total Federal awards expended in the case of an auditee
for which total Federal awards expended exceed S 10 billion.

(2) Federal programs not labeled Type A under paragraph (b)(l) of this section shall be labeled Type B programs.

(3) The inclusion of large loan and loan guarantees (loans) should not result in the exclusion of other programs as
Type A programs. When a Federal program providing loans significantly affects the number or size of Type A
programs, the auditor shall consider this Federal program as a Type A program and exclude its values in
determining other Type A programs.

(4) For biennial audits permitted under #-.220, the determination of Type A and Type B programs shall be based
upon the Federal awards expended during the two-year period.

(c) Step 2. (1) The auditor shall identify Type A programs which are low-risk. For a Type A program to be
considered low-risk, it shall have been audited as a major program in at least one of the two most recent audit
periods (in the most recent audit period in the case of a biennial audit), and, in the most recent audit period, it shall
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have had no audit findings under Q .510(a).
findings from questioned costs undF#

However, the auditor may use judgment and consider that audit
.510(a)(3) and 8 .510(a)(4), fraud under §-

follow-up for the summary schedule of prior audit findingsunder 8
.510(a)(6), and audit

.510(a)(7) do not preclude the Type A
program from being low risk. The auditor shall consider: the criteriain 0 .525(c), Q-.525(d)(l),
9-a525(W), and Le.525(d)(3); the results of audit follow-up; whetherany changes in personnel or systems
affecting a Type A program have significantly increased risk; and apply professional judgment in determining
whether a Type A program is low risk.

(2) Notwithstanding paragraph (c)( 1) of this section, OMB may approve a Federal awarding agency’s request that a
Type A program at certain recipients may not be considered low-risk. For example, it may be necessary for a large
Type A program to be audited as major each year at particular recipients to allow the Federal agency to comply with
the Government Management Reform Act of 1994 (31 U.S.C. 35 15). The Federal agency shall notify the recipient
and, if known, the auditor at least 180 days prior to the end of the fiscal year to be audited of OMB’s approval.

(d) Step 3. (1) The auditor shall identify Type B programs which are high-risk using professional judgment and the
criteria in 0 .525. However, should the auditor select Option 2 under Step 4 (paragraph (e)(2)(i)(B) of this
section), tireauditor is not required to identify more high-risk Type B programs than the number of low-risk Type A
programs, Except for known reportable conditions in internal control or compliance problems as discussed in
ii--*525(b)(l), #.525(b)(2), and 8-.525(c)(l),  a single criteria in Q-.525 would seldom cause a Type B
program to be considered high-risk.

(2) The auditor is not expected to perform risk assessments on relatively small Federal programs. Therefore, the
auditor is only required to perform risk assessments on Type B programs that exceed the larger of:

(i) $100,000 or three-tenths of one percent (.003)  of total Federal awards expended when the auditee  has less than
or equal to $100 million in total Federal awards expended.

(ii) $300,000 or three-hundredths of one percent (.0003)  of total Federal awards expended when the auditee  has
more than !§ 100 million in total Federal awards expended.

(e) Step 4. At a minimum, the auditor shall audit all of the following as major programs:

(1) All Type A programs, except the auditor may exclude any Type A programs identified as low-risk under Step 2
(paragraph (c)(l) of this section).

(2) (i) High-risk Type B programs as identified under either of the following hvo options:

(A) Option 1. At least one half of the Type B programs identified as high-risk under Step 3 (paragraph (d) of this
section), except this paragraph (e)(2)(i)(A) does not require the auditor to audit more high-risk Type B programs
than the number of low-risk Type A programs identified as low-risk under Step 2.

(B) Option 2. One high-risk Type B program for each Type A program identified as low-risk under Step 2.

(ii) When identifying which high-risk Type B programs to audit as major under either Option 1 or 2 in paragraph
(e)(2)(i)(A) or(B), the auditor is encouraged to use an approach which provides an opportunity for different high-
risk Type B programs to be audited as major over a period of time.

(3) Such additional programs as may be necessary to comply with the percentage of coverage rule discussed in
paragraph (r) of this section. This paragraph (e)(3) may require the auditor to audit more programs as major than
the number of Type A programs.

(f) Percentage of coverage rule. The auditor shall audit as major programs Federal programs with Federal awards
expended that, in the aggregate, encompass at least 50 percent of total Federal awarda expended. If the auditee
meets the criteria in #)-.530 for a low-risk auditee,  the auditor need only audit as major programs Federal
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programs with Federal awards expended that, in the aggregate, encompass at least 25 percent of total Federal awards
expended.

(g) Documentation of risk. The auditor shall document in the working papers the risk analysis process used in
determining major programs.

(h) Auditor’s judgment. When the major program determination was performed and documented in accordance
with this part, the auditor’s judgment in applying the risk-based approach to determine major programs shall be
presumed correct. Challenges by Federal agencies and pass-through entities shall only be for clearly improper use
of the guidance in this part. However, Federal agencies and pass-through entities may provide auditors guidance
about the risk of a particular Federal program and the auditor shall consider this guidance in determining major
programs in audits not yet completed.

(i) Deviation from use of risk criteria. For the first-year audits, the auditor may elect to determine major
programs as all Type A programs plus any Type B programs as necessary to meet the percentage of coverage rule
discussed in paragraph (f) of this section. Under this option, the auditor would not be required to perform the
procedures discussed in paragraphs (c), (d), and (e) of this section.

(1) A fust-year audit is the first year the entity is audited under this part or the first year of a change of auditors.

(2) To ensure that a frequent change of auditors would not preclude audit of high-risk Type B programs, this
election for first-year audits may not be used by an auditee  more than once in every three years.

0-e525 Criteria for Federal program rhk.

(a) General. The auditor’s determination should be based on an overall evaluation of the risk of noncompliance
occurring which could be material to the Federal program. The auditor shall use auditor judgment and consider
criteria, such as described in paragraphs (b), (c), and (d) of this section, to identify risk in Federal programs. Also,
as part of the risk analysis, the auditor may wish to discuss a particular Federal program with auditec  management
and the Federal agency or pass-through entity.

(b) Current and prior audit experience. (1) Weaknesses in internal control over Federal programs would indicate
higher risk. Consideration should be given to the conb-ol environment over Federal programs and such factors as
the expectation of management’s adherence to applicable laws and regulations and the provisions of contracts and
grant agreements and the competence and experience of personnel who administer the Federal programs.

(i) A Federal program administered under multiple internal control structures may have higher risk. when
assessing risk in a large single audit, the auditor shall consider whether weakuesses are isolated in a single operating
unit (e.g., one college campus) or pervasive throughout the entity.

(ii) When significant parts of a Federal program are passed through to subrecipients, a weak system for monitoring
subrecipients would indicate higher risk.

(iii) The extent to which computer processing is used to administer Federal programs, as well as the complexity of
that processing, should be considered by the auditor in assessing risk. New and recently modified computer systems
may also indicate risk.

(2) Prior audit findings would indicate higher risk, particularly when the situations identified in the audit findings
could have a significant impact on a Federal program or have not been corrected.

(3) Federal programs not recently audited as major programs may be of higher risk than Federal programs recently
audited as major programs without audit findings.
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(c) Oversight exercised by Federal agencies and pass-through entities. (I) Oversight exercised by Federal
agencies or pass-through entities could indicate risk. For example, recent monitoring or other reviews performed by
an oversight entity which disclosed no significant problems would indicate lower risk. However, monitoring which
disclosed significant problems would indicate higher risk.

(2) Federal agencies, with the concurrent of OMB, may identify Federal programs which are higher risk. OMB
plans to provide this identification in the compliance supplement.

(d) Inherent risk of the Federal program. (1) The nature of a Federal program may indicate risk. Consideration
should be given to the complexity of the program and the extent to which the Federal program contracts for goods
and services. For example, Federal programs that disburse fnnds through third party contracts or have eligibility
criteria may be of higher risk. Federal programs primarily involving staff payroll costs may have a high-risk for
time and effort reporting, but otherwise be at low-risk.

(2) The phase of a Federal program in its life cycle at the Federal agency may indicate risk. For example, a new
Federal program with new or interim regulations may have higher risk than an established program with time-tested
regulations. Also, significant changes in Federal programs, laws, regulations, or the provisions of contracts or grant
agreements may increase risk.

(3) The phase of a Federal program in its life cycle at the auditee  may indicate risk. For example, during the fust
and last years that an auditee participates in a Federal program, the risk may be higher due to start-up or closeout of
program activities and staff.

(4) Type B programs with larger Federal awards expended would be of higher risk than programs with substantially
smaller Federal awards expended.

g-.530 Criteria for a low-risk auditee.

An auditee  which meets all of the following conditions for each of the preceding two years (or, in the case of
biennial audits, preceding two audit periods) shall qualify as a low-risk auditee  and be eligible for reduced audit
coverage in accordance with 8-520:

(a) Single audits were performed on an annual basis in accordance with the provisions of this part. A non-Federal
entity that has biennial audits does not qualify as a low-risk auditee,  unless agreed to in advance by the cognizant or
oversight agency for audit.

(b) The auditor’s opinions on the financial statements and the schedule of expenditures of Federal awards were
unqualified. However, the cognizant or oversight agency for audit may judge that an opinion qualification does not
affect the management of Federal awards and provide a waiver.

(c) There were no deficiencies in internal control which were identified as material weaknesses under the
requirements of GAGAS. However, the cognizant or oversight agency for audit may judge that any identified
material weaknesses do not affect the management of Federal awards and provide a waiver.

(d) None of the Federal programs had audit findings from any of the following in either of the preceding hvo years
(or, in the case of biennial audits, preceding two audit periods) in which they were classified as Type A programs:

(1) Internal control defgiencies which were identified as material weaknesses;

(2) Noncompliance with the provisions of laws, regulations, contracts, or grant agreements which have a material
effect on the Type A program; or

(3) Known or likely questioned costs that exceed five percent of the total Federal awards expended for a Type A
program during the year.
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Appendix A to Part _ - Data Collection Form (Form SF-SAC)
[insert SF-SAC after finalized]

Appendix B to Part - Circular A- 133 Compliance Supplement

Note: The provisional “Circular A- 133 Compliance Supplement” is available from the Office of Administration,
Publications Offke, room 2200, New Executive Office Building, Washington, DC 20503 and the OMB Home Page
under the “OMB Documents”, in the “Grants Management” section.
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Disclaimer

NASBLA and affiliated organizations do not ;undertake to verify the continuous adherence by
courses or instructors to every applicable standard or guideline. Nor does the National Association of State
Boating Law Administrators warrant, guarantee, or insure that compliance with these standards will prevent
any or all injury or loss that may be caused by or associated with any person’s use of boats, facilities,
equipment, or other items or activities that are the subjects of these standards; nor does the National
Association of State Boating Law Administrators assume any responsibility or liability for any such injury
or loss.

Further, the National Association of State Boating Law Administrators hereby expressly disclaims
any responsibility, liability or duty to affiliated courses, organizations, instructors, boaters or their families,
for any such liability arising out of injury or loss to any person by the failure of such organizations, courses,
or instructors to adhere to these standards.

Adapted from: American Camping Association. (1998) Accrs for 
Services. American Camping Association: Martinsville.  IN.
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The National Association of State Boating Law Administrators

Since its inception, the National Association of State Boating Law Administrators, Inc. has
functioned effectively as the voice of the states and territories regarding state boating law enforcement and
boating safety. Today, NASBLA coordinates approval of state and private boating education programs,
promotes uniform boating regulations through the adoption of model acts and policies, develops methods to
improve the nation’s boating accident database, fosters cooperation between the U.S. Coast Guard and the
states, and strives for the general advancement of boating safety. Since the implementation of the state
assistance program, the U.S. Coast Guard has relied on NASBLA to assist in the efficient and effective
management of the federal funds.

Membership in the association consists of state officials responsible for administering and/or
enforcing state boating laws. “State” means a state of the United States, the Commonwealth of Puerto
Rico, the Virgin Islands, Guam, America Samoa, Northern Mariana Islands and the District of Columbia.
Offricers of the association consist of a President, Vice-President, Secretary-Treasurer, and an executive
board composed of the officers, two other members-at-large, the immediate Past President, and the
Presidents of the three regional boating administrators associations. The Board is augmented with an
Executive Director and an Executive Secretary. Officers are elected annually and take office on the first
day following the conference at which they were elected, and hold office until the last day of the
conference at which their successors are chosen.

The association is recognized for its stewardship of recreational boating safety. For more than 35
years, NASBLA has worked closely with the US. Coast Guard, the States and others to insure that the
intent of the congress to promote uniformity, reciprocity and comity among the various states was given
priority. Testimony of this is the many resolutions and model acts that have been generated by the
association. In doing this NASBLA brings to the table, highly qualified personnel in the fields of boating
law enforcement, education, boating safety and on-the-water search and rescue.
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Preamble
The purpose of these standards is to educate boating education professionals regarding the

practices and procedures followed generally within the boating education community. That purpose is
furthered to the extent that the standards provide a basis for accreditation of boating education courses by
the National Association of State Boating Law Administrators (NASBLA). It is not the intention of The
National Association of State Boating Law Administrators to attempt to include every practice or
procedure that might be desirable or implemented within a boating education course since the conditions,
facilities, and goals of all courses are not identical or uniform.

The accreditation programs of the National Association of State Boating Law Administrators are
designed to be applied only to those boating education courses that are consistent with the stated definitions
and eligibility requirements. Courses outside of these definitions or criteria are not subject to our standards
and are not considered for accreditation.

Standards Development - NASBLA developed its minimum content for boating education courses
over a decade ago. These standards have served as a guide for state, non-profit and commercial providers
to follow in developing boating education materials. In July of 1998. NASBLA contracted with a research
team anchored at the Pennsylvania State University to evaluate the existing guidelines and develop a new
minimum “standard of care” for boating education. This new set of standards is intended to prescribe the
minimum body of knowledge necessary to effect safe, legal, and enjoyable boating. In addition, the
proposed standard of care is predicated on reducing risk in recreational boating based on empirical accident
and boating violation statistics.

Relevant documents listed in the reference section of this document were reviewed and interviews
were conducted with nationally prominent and recognized boating educators. A working draft of the
standards was written and submitted to the Standards Advisory Committee for review and comment.
Several more drafts of the standards were completed, each going through a revision process. In December
of 1998, the Penn State team met with the Standards Advisory Committee for two days of review and
comment. The result of that meeting was a draft set of standards to be validated and pilot tested in the
second phase of the study.

Phase 2 involved three separate tasks carried out between January and August, 1999. Task 1
solicited the input of almost 150 boating educators representing major national boating organizations. This
survey asked boating experts whether or not each proposed standard should be included as a minimum
boating education standard, as well as the relative importance of each standard. Task 2 involved a review
of nine boating education course/texts  using the draft standards. This task used volunteers who evaluated
their own course materials against the standards, along with independent reviews by the research team and
NASBLA representatives. The purpose of Task 2 was to simulate the NASBLA function of reviewing
boating courses submitted to NASBLA for compliance with each of the National Boating Education
Standards. Task 3 of the evaluation sought to understand how instructors, presented with the draft
standards, dealt with the design, implementation, and teaching of a boating safety course using these
standards. In this task the purpose was to gain a deeper understanding of the standards through intensive
observations and discussions with boating educators using the standards. Each of the three tasks was
structured to gain information that would be useful in revising the standards.

Briefly, the results of these three tasks showed a strong consensus among boating educators that
the draft standards represent the minimum information that should be taught in an eight hour boating safety
course. The evaluation uncovered several standards that should be moved from the recommended section
to the required section. Also, there were many wording changes that increased the clarity of the standard or
illuminated aspects of the standard not emphasized in the previous draft. The information gathered in this
evaluation is extensive and is summarized in a separate detailed report submitted to NASBLA. The final
step in the standards development process was another full day meeting with the Standards Advisory
Committee to review the phase 2 findings and resulting standards. The current document presents the final
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standards, as approved by the Standards Advisory Board, approved by the Education Committee and
overall membership of NASBLA on September 22, 1999.

Intended Audience - These standards were developed for use by boating education course instructors,
boating education text authors, and other boating education professionals who intend to submit course
materials for NASBLA review and accreditation. It is anticipated that materials submitted for NASBLA
course accreditation based on these standards will require less revisions than similar materials submitted in
the past. It is hoped that this document will clearly communicate with prospective authors what must be
included to provide a minimum standard of care, resulting in a more efficient course review process.

Applicability and Definitions - These standards apply to courses for operators of recreational
motorized boats and sailboats. It is recognized that there are different types of boating courses with
different target audiences. These standards identify the core topics that must be covered in most courses,
and this single set of standards replaces NASBLA’s  previous separate standards for general boating courses
and PWC courses.

The standards use the term, “course,” to refer to all components of a boating education course,
including instruction, texts, supplemental materials, and tests. A boating course may be presented in
various formats, including classroom instruction, home study, video, distance learning, CD-ROM, or any
combination of these formats. “Boat” is used to refer to all types of recreational watercraft. It is expected
that any unique words or terminology used in courses submitted will be clearly defined in the course
materials.

MINIMUM Standards - These standards were intended to convey to organizations and individuals the
minimum body of knowledge that must be included in a short, 6-8 hour, boating education course.
Instructors, text authors, boating professionals, and organizations are encouraged to go beyond the
standards when in their judgment and experience it assists the boat operator to boat more safely. In
addition, the standards are intended to show just the minimum content of the course materials, not the
sequence or organization of the material. Although the standards are organized in a particular way,
course/text developers are welcome to organize their information as they prefer.

Required Materials for NASBLA Review - It is assumed that the standards will be met in various
ways and that materials submitted to NASBLA may include course texts, supplemental texts, instructor
guidelines or outlines, and handout materials. State-specific and localized information that is relevant to
the particular course audience may be provided through any of these media (see standard 8.2 for the
required content of this material). To assist in the determination of whether the standards are met, the
learning objectives and exams must be included in the package of materials submitted to NASBLA for
review.

Accuracy Requirement - It is mandatory that all information contained in course materials receiving
NASBLA accreditation be factually correct.

Standards Revision - At this point in time procedures for the revision of the National Boating
Education Standards are being developed. It is expected that any new proposed standards or revisions to
the standards will be subject to the same rigorous review that the present standards have undergone.

6
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The National Boating Education Standards

NASBLA accredited boating education courses and texts will
address at least the following minimum standards.

The Boat

Standard 1.1 - Boat Capacities

The course will describe how to determine acceptable loading based on locating and determining a boat’s
gross load capacity (total weight and # persons) from the boat capacity plate and horsepower
recommendations.

Rationale - A boat operator must be able to avoid capsizing situations by adhering to boat capacity limits
and properly distributing the weight in the boat for safe operation. Coast Guard accident
statistics indicate that capsizing was the leading cause of boater fatalities in the last five years.
Many capsizing incidents have resulted from overloaded boats.

Standard 1.2 - Boat Registration Requirements

The course will describe:
1. that all motorized boats and many other boats are required to be registered (check state requirements),
2. requirements for hull identification number,
3. the required certificate of number (registration documentation), and external display of numbers,
4. the rquirements for federally documented vessels,
5. reciprocity regulations, and
6. registration requirements in the boat’s state of principal use.

Rationale - In a recent survey of state boating law administrators (NASBLA 1998), 20% of boating
citations were due to improper display of vessel registration numbers. Understanding the legal
requirements for boat registration will help boaters to avoid unnecessary violations and resulting
filM%.

Boating Equipment

Standard 2.1- Personal Flotation Device Types and Carriage

The course will describe the types of Coast Guard approved personal flotation devices (PPDs) and their
respective uses, advantages, and disadvantages. The course will also describe the number and types of
PPDs that must be carried on the boat according to applicable regulations.

Rationale - U. S. Coast Guard statistics consistently show that at least 85% of the people who died in
boating accidents were not wearing PPDs. Nationally. carrying improper PFDs for the number
and types of passengers on board is the second highest category of citations issued to boaters.
Special attention must be given to the use of hybrid Type 5 inflatable PPDs and special
restrictions for totally inflatable PPDs.
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Standard 2.2 - Personal Flotation Device Sizing and Availability

The course will communicate that PFDs must be readily accessible and correctly sized for the persons
using them.

Rationale - Capsizing and falls overboard accounted for 488 fatalities in 1997 - nearly 60% of all boating
fatalities. Proper use of PFDs is essential for boater safety. The participant needs to understand
how to adjust PFDs of various types and styles for themselves and other passengers.

Standard 2.3 - Wearing Personal Flotation Devices

The course must inform boat operators of the advisability of wearing PFDs at all times. The course
must emphasize tire need for boat operators to be alert to changing boating conditions and to inform all
persons on board they should be wearing PFDs in dangerous conditions such as high boat traffic, severe
weather, dangerous water conditions, dangerous local hazards, distance from shore, operation at night,
boating alone, etc. The course will address the difliculty of putting PFDs on in the water.

Rationale - Nine out of 10 drowning victims in 1997 were not wearing lifejackets. It is essential that boater
safety education repeatedly emphasize the importance of wearing PFDs, along with constant
vigilance and attention to changing conditions and adapting behavior to those conditions.
Hazardous waters and weather are major causes of deaths in boating accidents. In 1997 these
two factors caused nine percent of reported boating accidents but accounted for 2 1% of all
boating fatalities.

Standard 2.4 - Personal Flotation Device Serviceability

The course will describe the characteristics of serviceable (good) PFDs and when to replace PFDs due to
excessive wear or damage. Special attention must be given to the maintenance of inflatable PFDs as per
manufacturer recommendations.

Rationale - PFDs are often subjected to rough handling, ultra violet sunlight, and improper storage. These
conditions reduce the ability of the PFD to perform its intended function. The operator should
be able to distinguish serviceable PFDs and identify the key conditions that necessitate replacing
the PFD. Regular maintenance checks are essential to ensure the proper Rmctioning of all PFDs
and especially the inflatable  PFD.

Standard 2.5 - Fire Extinguishers

The course will describe the legal requirements for fire extinguishers on recreational boats, the kind of fire
extinguishers needed for different types of fires, the importance of placing fire extinguishers in a readily
accessible location, and the need for regular inspection of ftre extinguishers.

Rationale - U.S. Coast Guard requirements specify the number and types of fire extinguishers that must be
carried for class “B” fires on boats of various sizes. Boat operators must be able to respond
quickly in the event of fue. Anticipating the emergency by outfitting the vessel with the
appropriate equipment and understanding how to use it reduces exposure to danger.

Standard 2.6 - Back-Fire Flame Control Device

The course will describe the purpose and maintenance of a back-fire flame control device (a required
device on all enclosed engines with a carburetor).

8
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Rationale - The U. S. Coast Guard requires that boats with gasoline engines be quipped with an acceptable
means of backfire flame control.

Standard 2.7 - Ventilation Systems

The course will discuss the ventilation system rquirements for different types of boats.

Rationale - The U. S. Coast Guard requires that all recreational boats which “use gasoline engines for
electrical generation, mechanical power or propulsion” must be quipped with a ventilation
system. Gasoline vapors can collect in the bilge and explode. “Boat owners are responsible for
keeping their boats’ ventilation in operating condition.”

Standard 2.8 - Navigation Light Equipment

The course will cover the navigation light requirements for recreational boats from applicable sections of
Navigation Rules (Part C) as summarized in  Safety Tips for 
(Also see standard 53.7)

Rationale - Recreational boats are required to display navigation lights between sunset and sunrise and
during periods of reduced visibility. Boating accident statistics indicate that nighttime
collisions account for a significant proportion of total boat collisions. Boat operators who
know and follow navigation and anchorage light requirements can help reduce nighttime
collisions. Many of the navigation rules are devoted to navigation lights. The Coast Guard
pamphlet.  provides a summary
of the most relevant lighting requirements for recreational boaters.

Standard 2.9 - Sound Signaling Equipment

The course will describe the types and use of sound producing devices required on recreational boats.
(Also see standard 5.3.6).

Rationale - Sound devices are required equipment on recreational boats. In certain boating conditions, boat
operators must be able to alert other boats to their presence or operation intentions. The
number one type of reported boating accident is “collision with another vessel,” underscoring
the importance of carrying the appropriate sound warning equipment on board.

Also see Standard 53.10 - Visual Distress Signals

9
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Trip Planning and Preparation

Standard 3.1 - Checking Local Weather And Water Conditions

The course will describe how to make informed boating decisions based on forecasted local weather and
water conditions. It will also describe dangerous weather conditions such as strong wind, storms, lightning,
hun-icanes, fog, and their importance in trip planning.

Rationale - Capsizing continues to be reported as one of the leading or contributing causes of boater
fatalities. Boat operators must be able to use weather information to make judgments about
probable water conditions and decisions about whether to continue with the float plan. Often
poor weather in combination with other unexpected emergencies accelerates the danger to boat
operators and their passengers.

Standard 3.2 - Checking Local Hazards

The course will describe how to obtain information about local hazards that may impede the operation of a
recreational boat.

Rationale - Boating accidents continue to indicate that a lack of understanding of local conditions
contributes to boating fatalities. Hazards requiring special attention include: low-head dams,
rapids, sudden winds, tides, currents, white water, overhead cables, bridges, waves, and heavy
boating traflic.

Standard 3.3 - Filing a Float Plan

The course will describe the importance of notifying someone of your boating plans and the basic
information that should be included.

Rationale - In the event of an accident, rescue authorities can respond much faster and in a more focused
way if a float plan has detailed information about the expected destination, boat description,
course, time of departure, and time of expected return.

Standard 3.4 - Boat Preventive Maintenance

The course will communicate the need for regular inspection and maintenance of the boat and its key
components (e.g., through-hull fittings, motor, electrical system, fuel system).

Rationale - Keeping a boat in good working order is as much a part of the boating experience as boating
itself. Almost all elements of safety revolve around the fact that the boat has been maintained
and all its parts and systems are able to perform as they were designed. Negligence in this area
will eventually lead to an unsafe or disastrous experience. In the last few years, 27% of vessels
in reported accidents involved boat equipment/maintenance related factors. In addition, 34% of
boating citations issued were due to boat equipment-related violations.

Standard 3.5 - Transporting and Trailering

The course will describe procedures to prevent trailering accidents and resulting injury and property
damage. The course will cover safe trailering procedures including: 1) safe towing preparation, 2) road
handling factors when pulling a trailer, 3) launching a boat, and 4) retrieving a boat from the water.
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Rationale - The majority of recreational boats in the U.S. are trailered to and from the water. A boat trailer
is one part of the entire boating package, which includes boat, trailer, hitch, and towing
vehicle. Neglecting the trailer’s maintenance can result in damage to a boat, the towing
vehicle, or both, as well as create a hazard for other boats and vehicles.

Standard 3.6 - Fueling Procedures

The course will provide information on proper procedures for fueling, ventilation during fueling, and
protection of the marine environment during fueling.

Rationale - Gasoline and gasoline vapors are extremely explosive. Ignition of spilled fuel or vapors
continues to cause boating accidents, injuries, and fatalities. Following safe fueling procedures
reduces the opportunity for gasoline explosions.

Standard 3.7 - Pre-Departure Checklist & Passenger Communication

The course must describe the importance of using a pre-departure checklist and conducting an onboard
safety discussion with passengers. Passengers should be informed about the location of PPDs, fire
extinguishers, flares, first-aid kit, discharge and management of waste procedures, anchoring procedures,
emergency radio operation (if applicable), storm/rough weather procedures, line handling, emergency boat
operation, and falls overboard procedure.

Rationale - The mental and physical rehearsal of procedures for various boating emergencies can reduce the
time passengers, crew and operators are exposed to dangerous conditions and increase the
efficiency of rescue operations. Boat operators should inform passengers of relevant safety
information to prevent accidents, increase safety, and reduce response time in the event of an
emergency.

Marine Environment

Standard 4.1- Environmental Laws and Regulations

The course will describe the environmental laws and regulations concerning littering (e.g.. garbage and
plastic), waste management plans, and display of information placards (where applicable).

Rationale - Boat operators should remember that water pollution ruins not only the aesthetic beauty of the
area, but harms human life, marine life and damages boating equipment. The degree and
amount of garbage adrift on our coastal waterways continues to increase. Plastic, which many
species mistake as food, is a big threat to marine life. Birds are found entangled in plastic rings,
fishing line, or nets. Various federal and state laws prohibit throwing, discharging or depositing
any sort of refuse matter in the waters of the U.S. Other acts require boats of various sizes to
display placards and keep records of their refuse disposal. A person who violates any of the
rquirements is liable to civil penalties, fines, and imprisonment. Regional, state, and local laws
may also have specific restrictions on refuse disposal.

Standard 4.2 - Human Waste Disposal

The course will describe the proper procedure for disposal of human waste from recreational boats and how
to identify no discharge zones and pumpout  station locations.
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Rationale - It is illegal to discharge raw sewage from a vessel within territorial waters (within the three-
mile limit), the Great Lakes, and navigable rivers. Recreational boats are not required to be
equipped with a toilet. However, the Clean Water Act requires that, if a toilet is installed, it
must be equipped with a Coast Guard approved and operable Marine Sanitation Device (MSD).

Standard 4.3 - Disposal of Toxic Substances

The course will describe procedures for the prevention of spills and improper disposal of toxic substances
such as fuels, oils, and cleaning products into the marine environment and the associated fines for non-
compliance.

Rationale - Oil residue tends to build up in the bilges of boats and can easily be discharged directly in the
water. The federal Water Pollution Control Act prohibits the discharge of oil or hazardous
substances into navigable waters. Powerboats must have the capacity to retain oily mixtures on
board and to transfer them to an approved reception facility.

Safe Boat Operation

Standard 5.1 - Operator Responsibilities

The course will describe a boat operator’s ultimate responsibility for safety and all activity aboard the boat.
This responsibility extends to other water users and includes: controlling boat speed, obeying no
wake/limited wake restrictions, refraining from careless, reckless, or negligent operations on the water,
controlling boat noise, and other general boater courtesy.

Rationale - Boaters need to respect the rights of other people who live, recreate, or work on the water.
Approximately 80% of all reported boating accidents involve operator controllable factors.
The most common types of such factors include operator inattention or carelessness, operator
inexperience, excessive speed, and failure to maintain a proper lookout. According to the
Nighttime Boating Accident & Fatality Study, operator etror is to blame for the majority of
nighttime boating accidents and fatalities.

Negligent operation of a recreational boat which endangers lives or property is illegal.
Nationally, 32% of boating citations in recent years were due to improper boat handling (e.g.,
negligent operation, excessive speed, operating in restricted areas, no wake area violations,
collisions, going too fast at night, etc.).

Standard 5.2 - Influence of Drugs and Alcohol on Boat Operation

The course will describe the effects of drinking alcohol or using drugs while boating, and the boating laws
pertinent to operating a boat while under the influence.

Rationale - One-third of all boating fatalities are drug or alcohol related. It is illegal to operate a boat while
under the influence of such substances. Further, according to the Nighttime Boating  Accident
& Fatality Study, alcohol was by far the leading contributing cause (53%) of nighttime boating
accidents and fatalities.

12
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Standard 5.3 - Navigation Rules of the Road

The course will describe safe boating operation and good seamanship, including at least the
following navigation rules:

5.3.1 - Definitions relevant to understanding the navigation rules [Navigation Rule 31
5.3.2 - Rule of responsibility (to act in a reasonable and prudent manner consistent with the ordinary

practices of recreational boating) [Navigation Rule 21
5.3.3 - Proper lookout [Navigation Rule 51
5.3.4 -Safe speed [Navigation Rule 6)
5.3.5 -Collision avoidance rules [Navigation Rules 7.8. 1 l-181
5.3.6 - Operation within narrow channels [Navigation Rule 91
5.3.7 - Sound signals [Navigation Rules 32-371
5.3.8 - Navigation light display and recognition [Navigation Rules 20-251
5.3.9 - Restricted visibility [Navigation Rule 191
5.3. IO - Visual distress signals [Navigation Rules 36-371
5.3. II - Rendering Assistance [Chapter 231

Rationale: - According to 1997 boating accident statistics, “collision with another vessel” was the most
reported type of accident, resulting in 1,309 injuries, 80 fatalities, and 7.3 million dollars in
property damage. “Excessive speed” and “no proper lookout” were the third and fourth most
common factors in boating accidents involving operator controllable factors. The Navigation
Rules were designed to reduce accidents by standardizing boat navigation. Various laws
require recreational boaters to operate according to established rules such as those mentioned
above. More than two-thirds of boating accidents involving operator controllable factors are
caused by violations of one or more of these navigation rules.

Standard 5.4 - Aids to Navigation

The course will describe the Federal U.S. Aids to Navigation (USATONS) and the Uniform State
Waterway Marking System (USWMS). The course must provide information about
regulatory/informational markers (identified by orange bands on the top and bottom of each buoy) used to
advise of situations, dangers, or directions indicating shoals, swim areas, speed zones, etc.

Rationale - Citations are regularly issued due to failure to obey regulatory markers. In order to navigate
safely from place to place on the water, boat operators must depend on road signs just as we do
on land. Aids to navigation are the road signs of the water. There are two systems of marking
the waterways in the United States - U.S. Aids to Navigation (USATONS) and the Uniform
State Waterway Marking System (USWMS). USATONS is a system prescribing regulatory
markers and aids to navigation that mark navigable waters of the United States. USWMS is a
system that prescribes regulatory markers and aids to navigation for navigable state waters. The
USWMS may also mark the non-navigable internal waters of a state.

Note: Effective July 20,1998,  the United States Coast Guard commenced a five-year phased-in
merger of the Uniform State Waterway Marking System with the United States Aids to
Navigation System. This merger eliminates distinctions between the two systems and will
ultimately create safer, less confusing waterways.

Standard 5.5 - Docking and Mooring

The course will describe common practices for docking and mooring a boat relative to boat size, type of
boat, location, weather, and current.
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Kationale - Significant boat/property damage, accidents and injuries result from docking and mooring of
boats in marinas and boat ramp areas, particularly in adverse weather conditions. Docking
techniques vary depending on wind, current, location, degree of boat traffic in the harbor, type
of boat, size of boat and skills/abilities of the boater and crew.

Standard 5.6 - Anchoring

The course will describe the selection of anchors, related ground tackle, and their use for different types of
boats in various boating conditions. The course must describe procedures for anchoring, use of anchors as
safety devices in emergency situations, and the hazards of stern anchoring.

Rationale - Anchoring skills and decisions of where to anchor can make the difference between a
successful or unsuccessful boating experience. Significant property and environmental damage
can occur when improperly anchored boats slip anchor and drift into reefs, boats, marinas, or
run aground.

Emergency Preparedness

Standard 6.1 - Rendering Assistance

The course will explain that, according to the Navigation Rules, boat operators are required to render
assistance to a boat in distress to the extent they are able. (Also see standard 5.3.11)

Rationale - In the event of an emergency, individuals in charge of a vessel are required to provide
assistance so far as they can do so without serious danger to their own vessel or the individuals
on board their vessel. Assistance from other boaters can reduce the loss of life, injury or
property damage resulting from boating accidents.

Standard 6.2 - Capsizing Emergencies

The course will describe how to prevent and respond to capsizing emergencies. These responses will
include at least the following: donning lifejackets, taking a head count, staying with the craft when
appropriate, signaling for assistance, using improvised floating aids, and initiation of procedures to recover
people in the water.

Rationale - Every year, capsizing emergencies are the leading cause of boating fatalities. More
significantly, in nearly half of the capsizing emergencies there was at least one fatality. These
statistics underscore the need for boater education courses to stress the proper response/action
in a capsizing emergency.

Standard 6.3 - Falls Overboard Emergencies

The course will describe procedures for preventing and responding to falls-overboard, including the proper
response of persons on board for retrieval of a person in the water.

Rationale - Falls overboard are the second leading cause of boating fatalities. In 1997, 30% of total
boating fatalities (243 deaths) resulted from falls overboard situations. Overloading, passenger
movement on smaller crafts, and standing up contribute to many of the falls overboard
accidents.
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Standard 6.4 - Hypothermia Prevention

The course will describe the conditions under which hypothermia is likely to occur as well as its signs,
symptoms, and prevention.

Rationale - Boaters have a much greater risk of dying when involved in a cold water immersion accident.
Boaters’ risk of dying increases with colder water temperatures. Sportsmen who hunt or fish
from boats in cold weather are at greater risk of fatalities from capsizing or falling overboard.
Water temperature varies by season and location.

Standard 6.5 - Fire Emergency Preparedness

The course will describe procedures to prevent and respond to boating fires such as proper use of fire
extinguishers and basic knowledge of fire suppression principles.

Rationale - The potential for catastrophic emergencies from tire requires that boat operators take measures
to prevent and be prepared to deal quickly and efficiently with fires. A key to understanding
fire suppression is to know that eliminating one of the fire’s key ingredients, fuel, oxygen. or
heat, can extinguish the fire.

Standard 6.6 - Running Aground Prevention and Response

The course will describe how to prevent and respond to running aground for recreational boats.

Rationale - In 1997, groundings accounted for 15 fatalities, 217 injuries, and $1.3 million in property
damage. Preventing running aground is an important boat operator competence. Following
proper procedures in the event of a grounding can reduce or minimize fatalities, boat damage,
submerged object damage, and responses by public and private entities for salvage operations.

Standard 6.7 - Accident Reports

The course will describe what kinds of boating accidents require an accident report as well as how, when,
and where to file the report.

Rationale - Accident reports are legally rquired when the accident involves: 1) loss of life; or 2) Personal
injury requiring medical treatment beyond first aid; or 3) property damage in excess of
$500.00; or 4) complete loss of the boat. Proper filing of accident reports provides information
that can be used to assist boating safety professionals to address the most serious concerns to
boater safety.

Standard 6.8 - Boating Accident Report Form

The course will include a sample accident report form, which can be included in the textbook or as a
separate handout.

Rationale - U.S. Coast Guard reports indicate that only 5 to 10 percent of non-fatal boating accidents are
reported. Most accidents are not reported because of ignorance of the law and difficulty in
enforcing the law. Every effort to assist boaters to report accidents may increase the rate of
compliance in reporting accidents.
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Other Water Activities

Standard 7.1 - Personal Watercraft and other Jet Propelled Watercraft

The course will state that a Personal Watercraft is defined as a boat and must observe all boating
regulations. It must describe the unique characteristics of Personal Watercraft (PWC), including at least the
following topics:

7.1.1 - Operational characteristics of PWCs , including steering, stopping and stability of PWC
7.1.2 - Off- throttle steering
7.1.3 - PWC load capacities as per manufacturer recommendations
7.1.4 - Reboarding a PWC
7.1.5 - The purpose and use of a Lanyard/Cut (Shut) off switch
7.1.6 - The purpose and use of a fuel reserve tank
7.1.7 - Laws and regulations
7.1.8 - Accident prevention
7.1.9 - Noise control
7.1.10 - Hours of operation

Rationale - Recreational boaters share waterways with personal water-craft or may themselves be operators
of personal watercraft. Understanding the handling characteristics of personal watercraft can
help keep adequate navigational distances to limit collisions and fatalities. PWC sales are
growing faster than any other type of recreational boat, accounting for 30% of all sales. Of the
4,555 injuries from boating accidents in 1997,40%  involved personal watercraft. In addition,
27 more fatalities were reported with the use of PWCs in 1997 than in 1996, for an all time
high of 84 fatalities. For these reasons, special attention needs to be addressed to PWC
accident prevention.

Each PWC model has its own unique characteristics. New operators must read their owner’s
manual to understand the characteristics of their particular PWC. Knowing how to effectively
handle a PWC also takes practice. New operators should practice their skills with an
experienced operator who can guide them on controlling the PWC and making safe boating
decisions.

PWCs operate differently than other boats. Releasing the throttle completely eliminates the
ability to steer the craft. This is an important operating characteristic that is difficult for novice
operators to conceive, particularly in situations of potential collisions.

PWC are highly maneuverable. The jet drive propulsion system is extremely responsive to
slight turns of the handlebars. The responsiveness in maneuvering encourages operators of
PWCs to by unusual stunts. These actions can push the operators to attempt maneuvers that
are dangerous and beyond the safe operation of the PWC.

Operators must be able to reboard the PWC in deep water after falling off. This is most easily
done from the rear (stem) of the craft. This maneuver is more challenging when the operator is
tired. The weight of the person reboarding and the stability of the model PWC being used
also affect the ease of reboarding.

Many states and local areas have laws and regulations specific to PWC operation and safety,
including laws that deal with the preservation of the environment. Operators must understand
these regulations in order to boat safely and legally.
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PWC have special operating concerns that relate to the type of accidents these craft are most
commonly involved in. A review of these accidents and how they could be prevented should
be provided. For example, a proper lookout must be maintained when turning (look all around
and behind before turning). Many accidents involving PWCs are caused by operators who do
not own the PWC.

Making excessive noise is one way to make PWC presence on the water unpopular. PWC
operators should avoid operating continuously in one area and should stay a reasonable
distance from home and cottage owners trying to relax and enjoy the waterfront.

PWCs are not quipped with lights and, according to manufacturer recommendations, are not
intended for nighttime use. Many states and localities further limit the hours of operation of
PWCS.

Standard 7.2 - Water Skiing

The course will describe procedures to follow when pulling water-skiers or operating in the vicinity of
water-skiing or other activities using towed devices.

Rationale - The forces generated by water skiers and their possible trajectory in a fall necessitate that each
boat maintain as much distance as possible with a minimum of a 200-foot wide “ski-corridor”
(100 feet on either side of the boat). “Skier mishaps” constituted the fifth most common type
of boating accident as measured by total boats involved (445 boats in 1997) and injuries were
reported in all but one of these accidents.

Standard 7.3 - Diving and Snorkeling

The course will describe how to recognize a diver down flag and the legal requirements for operating a boat
in the vicinity of snorkeling or scuba diving activities.

Rationale - Recreational boats can present a hazard to divers in the water. Federal and state navigation
rules may require that diving flags be displayed during diving activities. Flags can help
prevent injuries by informing boat operators to keep a respectful distance.

Standard 7.4 - Hunting & Fishing

The course will inform people who fish and hunt from boats that they are boaters and need to follow safe
boating practices. Information must be provided about accident risks unique to this group of recreational
boaters.

Rationale - Fishermen and hunters often don’t consider themselves boaters and thus pay little attention to
learning and observing boating safety rules. In a recent survey, 50% of those who purchased
boats say they bought them to go fishing. Approximately one-third of national boating fatalities
occurred while people were fishing from a boat. Likewise, more hunters die each year from
drowning and the effects of hypothermia than from gunshot wounds. Many water-based
hunting and fishing accidents occur when a hunter reaches for a decoy, or the boat capsizes from
an unbalanced load, or a person falls overboard while standing up.
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Boating Education Practices

Standard 8.1 - Continuing Education

The course will outline the need for additional boating safety education and staying informed of changes in
boating safety requirements.

Rationale - It is important for boat operators to understand that one of their responsibilities is to keep up-
to-date with new developments in boating laws and safety information. State laws vary with
regard to licensing, equipment requirements, accident reporting procedures, etc. Boating
equipment and safety information available to boat operators is constantly changing and
improving. Boat operators who stay abreast of these changes will be ready for new situations,
thus improving their own boating enjoyment as well as the safety of all boating participants.

Standard 8.2 - State Specific Boating Information

The course will contain (as part of the text or a separate handout) state specific information in regard to
boating laws/regulations and local boating conditions. The course will include the following topics as
applicable:

8.2.1 - registration and titling requirements such as number of years registration decals are valid, expiration
date of registration, decal placement.
8.2.2 - laws for required wearing of PFD’s for children, certain types of boats, and for special boating
activities such as personal watercraft, skiers and others being towed.
8.2.3 - additional equipment requirements such as anchor, lanyard, bailing devices, visual distress signals.
8.2.4 - mufIlers and noise levels.
8.2.5 - requirements for waste discharge, no discharge zones, and litter laws.
8.2.6 - special requirements for mandatory education, licensing, rental operation, and proficiency test
certifications.
8.2.7 - age/horsepower restrictions and adult supervision requirements for children.
8.2.8 - laws further defming careless, reckless, unsafe, and negligent operations such as becoming airborne
and operating less than specified distances behind a water skier.
8.2.9 - boat speed limits and operation in zoned and restricted areas.
8.2.10 - laws on operating under the influence of drugs and alcohol such as implied consent and BAC
levels.
8.2. I 1 - law enforcement officer authority and boater responsibility to comply.
8.2.12 - boat accident reporting requirements.
8.2.13 - a state approved boating accident report form.
8.2.14 - other laws or regulations as required by the state approving authority.

Rationale - Although course materials intended for national distribution do not need to include state
specific information, it is assumed that sponsoring boating organizations have procedures in
place to assure that instructors provide supplemental materials and instruction to meet the intent
of this requirement. For state courses, the relevant state specific information must be included
in the course materials.

Recommended Boating Safety Information

The following items contain recommended course content but are not considered part of the minimum
standards for boater education courses.
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Rl - Boat Types and Uses

The course should describe the common types of recreational boats, common hull designs, and their
performance in various types of boating situations.

Rationale - Boat operators should understand the handling characteristics of various boat types so as to
match the boat to the water and planned activity. Boat performance characteristics as
determined by design features should be- known to a boat operator and factored into their
boating decisions.

R2 - Boating Terms

The course should describe commonly used boating terms in addition to those terms required to follow the
Navigation Rules. (see also standard 5.3.1).

Rationale - Knowing common boating terms could save time and confusion in the event of an emergency
by enabling boat operators to secure the situation efficiently and communicate clearly.

R3 - Boat Theft Prevention

The course should contain information that addresses actions the boat owner can take to deter or prevent
boat theft.

Rationale - Statistics indicate that boat theft is increasing. Boat owners can deter theft and assist law
enforcement authorities through their actions and observations.

R4 - Communication Procedures

The course should describe the protocol and use of VHF marine radios and other equipment for contacting
the Coast Guard or other rescue personnel in the event of a boating emergency.

Rationale - In the event of an emergency the boat operator must be able to respond quickly and
communicate his or her situation to relevant authorities. Understanding how to USC marine
communication procedures is an essential element of responding to emergencies.
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